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How TO WIN FRIENDS AND INFLUENCE PEOPLE (ABROAD) 


As you read the penetrating reports on 
important world situations in this issue, 
think of this: What would your branch in 
London, your representative in Shanghai, 
your business friend in Rio give to have 


World Report regularly? 


You know how interesting and valuable 
the magazine is to you here; think how much 
more interesting and valuable the issues are 
to those in other countries whose news and 


publishing facilities are more limited. 


You know how highly anyone abroad 
prizes any American periodical—and in 
World Report you have a product specifi- 
cally directed to the subjects which interest 
readers abroad as well as in this country. 
Our readers in other countries tell us that in 
World Report, we’re giving them “the best 
intepretation of world developments with a 


minimum of bias.” 


Young as it is, World Report already has 
enthusiastic readers in all but five of the 
world’s 72 countries—and in those five 
countries the magazine is barred by various 
regulations in those countries against 


magazines generally. 


To simplify the ordering of subscriptions 
for your overseas list, and to get away from 
all the complications of varying postage 
rates, you may enter as many subscriptions 
as you want at a flat rate of $4.00 each, to go 
anywhere in the world, postage prepaid—as 
long as you send five or more subscriptions 
with your first order. The regular subscrip- 
tion rate of World Report is $4.00 a year, 
and on most overseas subscriptions there’s 


an extra charge of $1.00 for postage. 


And we believe if you will send in ten 
subscriptions now, you'll have ten enthusi- 
astic letters on your desk before long thank- 
ing you for showing your consideration and 
thoughtfulness for those abroad in such a 


practical, interesting way. 
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Russia is trying to attract tourists trav- 
eling from Asia to Europe. Soviet tourist 
bureau advertisements in Shanghai pa- 
pers suggest that travelers go to Vladi- 
vostok by sea, and from there to Moscow 
by the Trans-Siberian Railway. From 
Moscow, the Russians say, 10 air lines 
are available for travel to Belgrade, Bu- 
dapest, Bucharest, Berlin, Prague, Sofia, 
Tehran, Tirana, Vienna and Warsaw. 


o 90 °O 


Poland expects to increase coal pro- 
duction in 1947 to 66,000,000 tons. At 
least 20,000,000 tons of the 1947 pro- 
duction will be exported, half to Russia 
and the other half to Western and North- 
ern Europe. At present, coal stocks at 
the mines have risen to 2,700,000 tons 
due to the lack of loading facilities at 
both the mines and the harbors. 


o °o 9 


In some parts of Italy, the cost of 
living has increased to about 32 times 
the prewar level. In the industrial city 
of Milan, an average family before the 
war was able to live on 243.34 lire a 
week. A recent survey indicates that 
present living costs for a family are 
approximately 7,770.59 lire. 
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In countries directly affected by the 
war, anywhere from one third to four 
fifths of all automobiles were destroyed 
during the fighting. In Denmark, 81 per 
cent of all the automobiles were de- 
stroyed or stolen; Luxembourg, 72 per 
cent; Norway, 54; Greece, 41; France, 
36; Italy, 79, and China 74 per cent. 
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China’s merchant fleet is nearly 10 
times as large as before the war, with 
2.455 ships totaling 524,833 tons. The 
Chinese have obtained 103 vessels total- 
ing 249,722 tons from other members of 
the United Nations..Some 2,316 Japa- 
nese ships aggregating 250,241 tons have 
been taken over to be added to the fleet 
of 26 ships of 24,870 tons that remained 
at the end of the war. 
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More than 100,000 veterans of the 
Australian forces are receiving education 
at the expense of the Government un- 
der the Commonwealth Reconstruction 
Training ,Plan. About two thirds are 
taking full-time courses, with the balance 
studying while they work. Thus far, the 
Government has placed 6,861 trainees in 
subsidized employment while they com- 
plete their training. 








Canada’s world trade in 1946, despite 
a 20 per cent decline from the wartime 
high of 1944, was at the highest peace- 
time level in history—nearly three times 
as large as the average for the five years 
immediately preceding the war. Of Ca- 
nadian exports, 40 per cent went to the 
United States, 25 per cent to Great 
Britain, and the balance to British Em- 
pire countries, Europe and Latin Amer- 
ica. The U.S. was the major source of 
imports. 
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Switzerland and Bulgaria have _ re- 
sumed trade relations under a new com- 
mercial agreement. Bulgaria is to export 
tobacco, timber, hides, fruit, vegetables, 
wines and attar of roses. The Swiss in 
exchange will send Bulgaria machinery 
for electric power stations, electrical 
equipment, aniline dyes, chemicals and 
machinery. 
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Swedish industrialists are planning a 
pipe line to cross the country from Goth- 
enburg on the Atlantic to Stockholm on 
the Baltic. Planning work on the project 
will cost about $6,000,000. The line will 
be about 400 miles long and will consist 
of two pipes with an annual capacity of 
2,000,000 tons of petroleum. The pipes 
and machinery are to be bought in the 
United States. 
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Britain has adopted a 10-year plan for 
the improvement of her highway system. 
Initial effort is to be directed at aiding 
industrial development and _ increasing 
safety devices. By-passes are to be built 
around heavily congested areas. New 
high-speed roads will be built between 
some of the main population centers. 
Specific projects include the largest sus- 
pension bridge in Europe across the 
Severen, saving 50 miles between Bris- 
tol and South Wales, and a tunnel be- 
tween Dartford and Purfleet at the 
mouth of the Thames. 
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Japan plans to export about 100,000 
cameras during 1947. Production in the 
camera industry has been increasing 
steadily, and industrialists are confident 
that the production quotas established 
for the year will be reached. 
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The Board of Trade has asked British 
industry to restrict purchases but increase 
exports to the United States and other 
hard-currency areas. Of 650 ships west- 


bound to North America during the past 
six months, only 25 carried full British 
cargoes, 135 had part cargoes and 490 
sailed in ballast. Automobile manufac- 
turers are expected to be among the first 
to shift their flow of exports. 
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Russia has designed passenger railway 
coaches with walls, roofs and inside fix- 
tures made of a new plastic weighing 
about one tenth as much as cork. Over- 
all weight of the new coaches is about 
one half that of present types in Russia. 
Mass production at two factories is 
planned to start within two years. 
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Belgium is planning extensive electrifi- 
cation of railways. About 900 miles of 
railway will be converted at a cost of 
$320,000,000. The program, which is to 
be carried out as material and funds 
become available, is expected to save 
650,000 tons of coal a year. Work al- 
ready has started on one line. The only 
electrified line at present is that between 
Antwerp and Brussels. 
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Swedish industry is finding that last 
summer's 14 per cent downward revision 
of the dollar in favor of the krona is not 
bringing the hoped for cut in the costs 
of imported goods and freight charges. 
Prices on Some goods that Sweden must 
import have been raised 14 per cent to 
cover the re-evaluation. Swedish export- 
ers are encountering buyers who refuse 
to pay the asked prices that automatically 
went up 14 per cent in dollar currency. 
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Belgium is negotiating for the pur- 
chase of part of the 17 per cent of surplus 
Argentine meat left free after purchases 
by Britain have been filled. Belgium 
would like to buy about 6.66 per cent of 
the surplus, with 10 per cent going to 
France. During 1946, the Belgians im- 
ported 89,000 tons of meat and estimate 
needs for 1947 at 60,000 tons. 
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British occupation authorities are con- 
sidering the export of the German Peo- 
ples Automobile in an effort to increase 
exports to make the zone self-sufficient. 
The factories at Brunswick, now turning 
out 1,000 cars a month for the domestic 
market, can produce up to 16,000 units 
monthly. Affecting the decision on ex- 
ports is the fact that German cars can be 
sold for $400, about half what export 
prices are for equivalent British cars. 
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Atomic energy continues to be the most thought-about, talked-about 
and written-about wonder of our age. In past issues, World Report has 
considered some major aspects.of the problem of atomic energy. The 
political, economic and military ramifications are so far reaching, how- 
ever, that each day produces some new development. On page 26 
we take up the question again to explain the meaning and effect of the 
Atomic Energy Commission deliberations on the veto. To veto or not 
to veto is the unsolved riddle in efforts to control the A-bomb. We've 
found some signs indicating what the next move may be. 

& a a 

Britain’s coal mines were nationalized on January 1 in a drastic move 
designed to rehabilitate that vital industry. British factories must 
have more fuel if they are to turn out the exports that are now, more 
than ever, Britain’s lifeblood. As you will find on page 15, the Labor 
Government is discovering that one of the worst headaches resulting 
from its nationalization program is the question of how payment is 
to be made for the industries taken over by the Government. The 
coal mines and related properties provide a bellwether case for nation- 
alization projects still ahead. 

& 

When spring comes in Turkey will the Russians be far behind? That 
question is causing considerable worry to the Turks, as it did to their 
forefathers. Chill winds blowing down from Russia have convinced the 
Turks that in the spring the Soviet Union will resume its efforts to 
expand its influence into Turkey. That means the Dardanelles will be 
back in the headlines again. On page 20 we have a dispatch telling 
how the Turks are preparing for spring, 1947, by taking measures at 
home and abroad to resist the expected pressure. In their international 
fence-building, the Turks are using some “rails” from America, Brit- 
ain and the Arab states, as well as posts from their own rugged land. 

e * & 

The price Japan must pay for the war she launched at Pearl Harbor 
is the subject of intensive study in the capitals of the Pacific nations. 
The problem immediately raised the same questions that still are being 
hotly argued on German reparations: How much? To whom? What 
kind? When? Joseph Fromm, World Report correspondent in Tokyo, 
gives you the behind-the-scenes story on reparations as seen from 
Japan, in a dispatch on page 28. 

< - 2 

In our last issue we reported that for the third time the United States 
had requested Russia to begin negotiations to settle up on Lend-Lease. 
Three days after publication of our story, Secretary of State Byrnes 


announced the U.S. had asked Russia to arrange to wind up her 
$11,297,000,000 account. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of January 14, 1947 
Volume 2, No. 2 


This is a good time to get clearly in mind what is going on in Asia--what 
forces are at work to make over the most populous area of the world. 

Very simply, Asia's millions are moving toward self-rule faster than ever. 

Britain is committed to transferring more power to more people; her timetable 
for withdrawal is influenced by native pressures and her own lack of strength. 

Holland is signed up for a political deal with Indonesia which can mature 
more rapidly than intended, can mean less and less for Dutch “business. 

France hopes to keep a foothold in Indochina, but her many troubles there 
are on the increase. You get a sketch of the opposition leader on page 35. 


Here's how the situation develops in actual practice..... 

India already holds a promise of eventual independence, a specific pledge 
made formally by Britain's Labor Government early in 1946. 

Britain's declaration, it turns out, makes Indians impatient and resentful 
of London's insistence that freedom be achieved in installments. 

Gandhi's Hindus, an organized majority, want to press forward, to run India 
through the machinery of the Viceroy'’s Cabinet, to expedite a new constitution. 

Jinnah's Moslems, an organized minority, are intent upon a separate state, 
are asking independence both from Britain and from the Hindus. 

British ability to stay in India, to protect strategic interests, to retain 
business investments, is. gradually weakening through the reduction of civilian 
officials and the retirement of many military and political officers. 

In all, it’s a case of liquidation once begun, seldom halted. 

















Beyond India’s borders the effects are noticeable..... 

Burma, next door neighbor wants to cash in on the trend to independence. ; 
British strategists recognize, with India slipping, Burma is hard to hold, 
Ceylon is awakening politically, but her_progress is sure to be slow. 
Malaya lacks unity and city workers are only beginning to organize. 

Hong Kong is gradually feeling the force of China's nationalism. 











What is about to happen in Asia is a natural result..... 

Japan did much to discredit the colonial imperialism of the white man. 

Japanese successes, early in World War II, erased the prestige of the West. 

Chinese resistance, in a different way, gave confidence to many Orientals. 

Philippine independence inspired many with a new thirst for freedom. 

Asia's millions, in other words, now are to grasp their chance to make over 
and operate their own countries. That's the basic trend in the Far East. 











(over) 
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WORLDGRAM-- (Continued) 


In the Middle East, behind new violence in Palestine..... 

Informal soundings still are being taken about a partition of Palestine. 

Jewish leaders would accept partition if their part were self-sufficient. 

Arabs are fearful that Jewish immigration would overflow any boundaries. 

Big difficulty is that, however frontiers are fixed, a large minority of 
perhaps 200,000 Arabs would be left within the borders of a Jewish state. 














On the European side of the world, recovery is at a confuSed pac@.cecce 
France is worried about a weak franc and a low rate of production. 
Czechoslovakia is held back by a tie-up in transportation. 
Belgium is doing better with steel output, but is anxious for more coal. 
Denmark is short of shipping and needs more export trade. 
Switzerland is impatient for a revival of her markets in Germany. 
Norway is enjoying steady improvement, is restoring her maritime revenue. 
Holland is unable to plan with confidence until the Indies are reopened. 

_ Sweden still hopes she can fill Russian orders and have plenty left. 




















For much of Europe, 1947 is to be the real year of crisis. 

Lack of man power is a limiting factor on industrial progress. 

Uncertainty within governments is taking away business confidence. 

Big armies, legions of bureaucrats, sap private enterprise. 

Inflation gnaws at many countries. | 

7 All these things tend to slow the pace of recovery. The ability of nations, 

Slowly rebuilding, to get credits from other nations will be the measure of eco- 
nomic progress in 1947. If international credits become hard to get, recovery 
may be slowed down abruptly, even turn into decline in the months ahead. 














“There's an interesting experiment in Southeastern Europe..... 
Russia is trying rather orthodox control of Romania's industries. 
Russien officials act as majority stockholders. Plants aren't nationalized. 
Joint companies handle oil operations, transport and civil aviation. 
National bank is yet to be nationalized although plans are drawn up. 
Background idea seems to be:to attract capital from abroad, to demonstrate 
to prospective investors that private profits may be allowed, in order that oute 
Side trade can be attracted to stabilize the faltering Romanian currency. 














There's action ahead in inter-American affairS.ecece 

secretary Byrnes, long occupied elsewhere, is undertaking a personal study 
of U.S. relations with the 20 other American republics. 

Differing ideas of Spruille Braden and George Messersmith about Argentina 
are only one phase of the larger questions up for attention. You get an analysis 
of what now is at stake in a dispatch on page 5. | 

Republican Senators are curious about delays in concluding a new treaty of 
mutual defense in this Hemisphere, about the conflict lingering with President 
Peron of Argentina and about the gains of Communist parties in Chile and Cuba. 

There is a rather strong prospect that the U.S. Senate will undertake its 
own inspection of the state of inter-American affairs. That is the outlook now, 
barring some sudden shift in sentiment, or some new policy statement by Secre- 
tary Byrnes or President Truman. Internal elections shortly in Brazil are to pro=- 
vide a fresh index of Communist strength, are to show how the trend is running. 
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U.S. NEARING MAJOR DECISIONS 
ON LATIN-AMERICAN PROBLEMS 


Relations with Argentina are getting 
top consideration as Byrnes gives 
personal attention to policy review 


Reported from WASHINGTON 
and BUENOS AIRES 


Major decisions on U. S. policies 
affecting Latin America are being formu- 
lated. The problems of what to do about 
Argentina, communism and the stand- 
ardization of Latin Americas armed 
forces are approaching settlement at top 
levels of the U. S. Government. 

The importance Washington at- 
taches to relations with Latin America 
is demonstrated by the intensive consid- 
eration now being given to these issues. 
Policies being worked out will affect U. S. 
relations with its southern neighbors for 
years to come. 

During months of U.S. preoccupation 
with the United Nations and the peace 


treaties, decisions on Latin-American 
affairs were made by subordinate officials 
in the State Department. Sharp differ- 
ences of opinion developed. An impres- 
sion grew that the United States had 
given Latin-American affairs a permanent 
back seat. 

Now, key matters relating to Latin 
America are receiving the close attention 
of Secretary of State James F. Byrnes. 
Some questions will get final consider- 
ation from President Truman. 


@ The Argentine issue is brought into — 


sharp relief by the differing views of 
Assistant Secretary of State Spruille 
Braden and of Ambassador George S. 


, 


Messersmith, now back in the U. S. from 
Buenos Aires. 

Normal diplomatic relations exist be- 
tween the two counties. Trade between 
them is heavy. But the U. S. is unwilling 
to sign a treaty of mutual defense with the 
other American republics if Argentina, 
too, is to be a signer. 

Such a treaty was projected at the 
Mexico City Conference, nearly two years 
ago. A conference for drafting of the 
treaty was to be held at Rio de Janeiro 
in October 1945. Then the United States 
requested postponement because Ar- 
gentina had not lived up fully to her 
promise, under the Act of Ghapultepec, 
to take action against Nazis and Nazi 
interests. 

That still is the official position of the 
U.S., Secretary Byrnes reaffirmed not 
long ago. But that was before Messer- 
smith arrived to give his views of the 
situation. 

The Braden attitude is that Argentina 
still is far short of compliance. This 





LATIN AMERICA IS A “MUST” SUBJECT 
Secretary of State Byrnes and Assistant Secretary Braden (right), studying a map of South America 
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argument breaks down into these princi- 
pal ideas: 

Argentina has failed to act effectively 
against Nazi agents. The U.S. handed 
the Argentine Government a list of 700 
suspects two years ago. Fewer than 50 
of these have been sent back to Germany. 
Perhaps 150 of the individuals on the 
list are really important and should be 
returned to Germany. 

Argentina has failed to take adequate 
measures against Nazi financial interests. 
Of 141 firms in Argentina classified by 
the U.S. as “Nazi spearheads,” only 16 
have been the objects of positive action. 

Argentina has failed to control ade- 
quately what the U.S. regards as Nazi 
schools and organizations. 

Certain elements in Argentina co- 
operated with Germany during the war. 
Therefore Argentina should make a good 
showing of compliance in order to prove 
her fitness to take part in a treaty of 
mutual defense. 

The Messersmith viewpoint appears to 
be this: 

Argentina has gone further toward 
eradicating Nazis and Nazi influences 
than have many other Latin-American 
countries. She has seized large banks and 
other German institutions and is pre- 
paring to take over others. She has closed 
some German schools and has put ob- 
servers in others. 

A number of Nazis are being sought 
by police and will be deported when 
they are found. But there is lack of 
positive proof against some of the other 
suspects. Still others are Argentine cit- 
izens and thus are exempt from deporta- 
tion. 

Mexico, Brazil and some other coun- 
tries have failed to deport many known 
Nazis. Chile, Mexico and other coun- 
tries have not eradicated Nazi financial 
interests. 

In judging compliance with the Act of 
Chapultepec, all countries should be 
measured by the same yardstick. Argen- 
tina has made a pretty good showing and 
is taking further action. Meanwhile Latin- 
American countries want to strengthenthe 
inter-American system by holding the 
Rio conference. So U. S.-Argentine differ- 
ences should be cleared up and the con- 
ference should be held. 
q| Key military issue under considera- 
tion by Byrnes is the question of asking 
the new Congress to pass the Inter-Amer- 
ican Military Co-operation Bill. 

Objectives of this bill are to substitute 
U.S. materiel for some of the European 
equipment in the armed forces of the 
Latin-American countries and to train por- 
tions of those forces along U.S. lines. 
These elements would be available for 
joint use against an aggressor from inside 
or outside the Western Hemisphere. The 
President would be given authority to 
accept equipment of European origin in 
partial or whole payment for U.S. ma- 
teriel. 
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Dissension first cropped out when the 
War and Navy Departments sent the 
proposal to the State Department for 
action, more than a year ago. Many State 
Department officials opposed it, and they 
held up action. Finally, high officials of 
the War Department got the approval of 
Byrnes and President Truman, and the 
measure was submitted to Congress. It 
had passed the Senate and was pending 
in the House when Congress adjourned. 

Questions about resubmitting the bill 
now have arisen in Byrnes’s mind, and 


his subordinates who originally opposed 


it are still against it. Some of the items 
scheduled for transfer have been sold as 
surplus. The Navy has laid up some of 
the ships formerly slated for Latin-Amer- 
ican use, and it would be costly to 
recommission them. 

Certain church and liberal groups are 
against the bill, because they view it as 
a means of increasing Latin-American 
armaments. Communists and their sym- 
pathizers are campaigning against it. 

The Joint Chiefs of Staff want the bill 
passed. They say it is the most effective 
way of eliminating Europe’s military 
influence from Latin America. And it 
would offer the means of controlling an 
aggressor under the treaty to be drawn 
up at Rio de Janeiro. 
€ Communism’s rise in Latin America 
is worrying Byrnes. The setup of most 
Latin-American countries—extremes of 
wealth and poverty, of education and 
ignorance—makes them susceptible to 
Communist propaganda. Communists are 
convincing thousands of members of the 
poor classes that “dollar imperialism” is 
the cause of their troubles. 

Counterpropaganda is one weapon 


against communism that Byrnes is study- 
ing. The State Department has the ma- 
chinery to answer Communist claims. 
But it is a question how far it can be 
used without arousing resentment in 
Congress or making Latin-American 
countries raise charges of intervention. 

Further aid in improving standards of 
living in Latin America is another weapon 
that Byrnes has under consideration. With 
U.S. help, progress was made during the 
war toward improving food supplies and 
in, combating disease and illiteracy in 
many Latin-American countries. Most of 
these co-operative projects have been 
closed, but a few will continue until the 
end of 1947 or 1948. 

Byrnes is studying the reports of U. S. 
Ambassadors on the value of assistance 
projects. He is to decide whether to ask 
Congress for additional funds with which 
to extend the program. 

@ Decisions on these problems are in 
the making. The -Argentine issue is in 
the showdown stage. 

The Inter-American Military Co-opera- 
tion Bill has less than an even chance 
of getting Byrnes’s approval again. 

The exact course to be taken in fighting 
communism remains to be charted. Byrnes 
may decide on counterpropaganda as 
one weapon, and he may ask for exten- 
sion of the co-operative programs for food 
production, health and education. But 
communism is the most difficult problem 
of all, and he may devise additional meas- 
ures against it. 

Meanwhile, by giving personal atten- 
tion to Latin-American aftairs, Byrnes is 
reassuring those who felt the U.S. was 
beginning to neglect its relations with 
the other American republics. 
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EXCHANGE DIPLOMATS EXCHANGE GREETINGS 
Argentina’s Ivanissevich (left) and U.S.’s Messersmith meet in Washington 
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FREEING ‘LITTLE NAZIS’ 
AIDS GERMAN RECOVERY 


Amnesty in American zone releases 
skilled workers needed to realize 
goal of economic self-sufficiency 


Reported from 
BERLIN 


German industry in the American 
zone is being given a stimulus by the 
amnesty decree clearing 800,000 from 
prosecution as former Nazis. 

Hundreds of thousands of Ger- 
mans thus are free to work in industries 
producing goods for exports. These ex- 
ports will pay for essential imports neces- 
sary to cut the costs of occup*tion for 
the U. S. 

Up until now, the 800,000 Germans 

listed as “followers” of the Nazi Party 
have been an economic burden. AIl- 
though most of them are skilled crafts- 
men and technicians, their activities have 
been restricted to work as common labor- 
ers. Most of them actually have been 
unemployed. German industrialists are 
reluctant to employ anyone who has not 
been cleared of Nazi associations. 
@ Amnesty solves the biggest problem 
facing German industry today. A short- 
age of skilled labor has plagued occupa- 
tion officials attempting to get German 
production back to prewar levels. The 
pool of workers made available will 
assist in the recently announced program 
of making the Anglo-American zone of 
Germany self-sufficient. 

“Military Government officials believe 
that ‘the action is an important step 
toward getting Germany on a paying 
basis,” says a dispatch from Thomas 
Hawkins, staff correspondent of World 
Report in Berlin. “The little fellows in- 
volved—those earning 3,600 marks or 
less a year—are those who keep factories 
going. Industry has missed them sorely. 

“Some among those granted amnesty 
are women clerks or men in lower white- 
collar brackets. Some are cripples, but 
the bulk are the skilled workers essential 
to German industry. 

“Military Government officials believe 
that enough of the’ Germans cleared in 
the amnesty will now be willing to go 
back to work to assure a marked rise in 
industrial production. Many of the re- 


turning workers will find the best oppor- 
tunities at this time in the coal mines 
and steel mills.” 

Some difficulties caused by the at- 
tempt to denazify Germany still exist. 
Important managerial personnel were 
not cleared under the present decree. 
Engineers and professional men in the 
higher wage brackets must face denazi- 
fication tribunals before being allowed to 
take their places in industry. 

Trials of important industrial person- 
nel probably will be speeded. Further 
blanket amnesties are not expected. 
@ Politically, the amnesty is a step to- 
ward attaining stability in Germany. 
U.S. officials have found it difficult to 
re-establish a responsible government in 
a country where nearly a third of the 
adult population is under indictment. In 
the U.S. zone alone, 3,000,000 of the 
10,276,000 who filled out the required 
questionnaires were charged with being 
Nazis. Nearly a third of these are al- 
lowed now to take their place in society. 
Military Government authorities are 
counting on this to hasten the return of 
normalcy. 

In certain quarters, the amnesty has 
been greeted resentfully. Many Germans 
contend that freedom from guilt judged 
on the basis of income is unjust. They 
state that many of those now freed were 
ardent Nazis even though they received 
small wages. 

On New Year's Day, the forum on 
Radio Hamburg included the protest of 
a 22-year-old former soldier of the 
Waffen SS. He states that he was never 
a member of the Nazi Party, but that, 
because he was conscripted into the 
Schutzstaffel, he is now treated as a 
criminal and can't get a new start in 
life. Other instances of this sort also are 
reported. 

{| Administratively, the amnesty decree 
will allow tht denazification boards to 
concentrate on more important Nazis. 
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The Military Government acknowledges 
that the blanket order previously in- 
cluded too many small fry. By reducing 
the number to come before the boards, 
it is hoped that the purge will be more 
efficient. Of nearly 3,000,000 alleged 
Nazis to be tried, only 219,344 charges 
had been filed and 141,161 cases com- 
pleted in the six months before the 
amnesty decree. 

The denazification boards throughout 
the U.S. zone have been swamped with 
the multitude of cases to be heard. The 
boards have been handicapped further 
by the lack of technically experienced 
and politically unbiased personnel. The 
complicated law requires legal talent for 
its application, but most German lawyers 
have been members of the Nazi Party 
at one time. 

Not only have denazification boards 
been unable to cope with the magnitude 
of trying all members of the party, but 
Nazis in many instances have been per- 
mitted to retain positions of importance 
in German government and industry. 
This has resulted from the fact that they 
are the only technically competent men 
available. 

Denazification boards are not the end 

of the road for all of Hitler's followers. 
Many will be required to face German 
criminal courts for crimes committed 
against their fellow countrymen. Others 
will go before international tribunals for 
offenses against humanity. It probably 
will be at least two years more before 
the guilt of all the Nazis has been 
judged. 
@ Reconstruction of the U.S. zone, 
however, is to be speeded. by concen- 
trating on the prosecution of those who 
held positions of importance in the party. 
As rapidly as possible the others will be 
judged and released to assist in the re- 
construction of Germany. 
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BUSINESS HAMPERED IN PLANNING 
BY UNCERTAINTY OVER CONTROLS 


Restrictions on some U.S. imports and 
exports probably will be dropped 
this year but others may be kept 


Mounting uncertainty over the 
future course of U.S. policy on trade 
controls is posing a big question for 
world commerce. 

Sentiment in the new Congress is 
running strong for an end to the wartime 
restrictions on exports and imports, and 
interested businessmen are losing few 
opportunities to campaign for such a 
decision. 

The immediacy of the problem has 
been pointed up by President Truman's 
proclamation ending the period of hos- 
tilities and releasing some of the Govern- 
ment’s war powers. The President’ ac- 
tion, although without important effects 
on the existing situation in trade, serves 
notice that time is running out on con- 
trols. 

@ Present situation is this: The Govern- 
ment’s power to control trade is contained 
in the Second War Powers Act, which is 
due to expire March 31, and in the Ex- 
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port Control Act, which is to end on June 
30. Coming under the Second War 
Powers Act, import controls would be the 
first to lapse with its expiration, and with 
them would go the Government’s power 
to allocate scarce supplies 

The controls have been operating for 
two purposes. 

On imports, the aim is to implement 
the rationing plan by which nations have 
been seeking to distribute the commod- 
ities in which there are large shortages. 
The most important of these are grain, 
sugar, coal, rubber, tin, fats and oils, 
cocoa and fertilizer. Import control has 
enabled the Government to make certain 
that the U.S. did not receive more than 
its share of the commodities still in short 
supply within the country. 

On exports, both world distribution 
and domestic considerations are involved. 
Exports of surplus grain, foodstuffs and 
coal, for example, are controlled to see 
that the countries which need them re- 
ceive their allocated amounts. On non- 
surplus commodities and goods that still 
are not plentiful in the United States, 
control over exports has been invoked 
to prevent or restrict the percentage of 
supplies removed from the domestic 
market for sale in other countries. 

@ Import decontrol, if it comes accord- 
ing to schedule on March 31, is to mean 
this: 

U.S. traders again may import any 
legal commodity, regardless of whether 
or-not it is in short supply throughout 
the world. With most nations eager to 
obtain U.S. dollars, U.S. businessmen 
would be in a strong position in bidding 
for such things as fats and oils, sugar, 
tin and rubber, for all of which there is 
a strong demand in the home markets. 
This also would be true of certain types 
of food that were imported before the 
war. 

The effect on the international alloca- 
tion program for scarce supplies is a 
highly controversial subject, but the 


danger of severe dislocation in world 
rationing is apparent for at least some 
commodities. 
@ Export decontrol, with all restrictions 
lifted on June 30, has this significance: 
U.S. traders could resume unlimited 
shipments of some _ several hundred 
products or materials, previously subject 
to controls. The list includes such items 
as automobiles, clothing, leather, tractors, 
lard and refrigerators. The only exception 
would be building supplies that the U. S. 
Housing Expediter has the power to 
embargo until Dec. 31, 1947, in the 
interests of the national housing program. 
Traders from other countries could 
regain their previous freedom and ad- 
vantages in shopping for U.S. products. 
Goods would go to those who made the 
best offer. Here again, however, the in- 
ternational allocation of scarce supplies 
would be in jeopardy. Nations needing 
U.S. grain or coal and having sufficient 
dollar exchange would be in a position to 
outbid other nations that were in direr 
need but lacked the buying power. 
@ Debate over the wisdom of complete 
or partial termination of controls on im- 
ports and exports is becoming sharper. 
Advocates of complete decontrol for 
exports contend that present restrictions 
are allowing prewar markets for nu- 
merous U.S. products throughout the 
world to go, virtually by default, to Brit- 
ain, Canada, France and other countries. 
They also argue that, with supply stead- 
ily overhauling demand, the domestic sit- 
uation is changing for the better so that 
exports can be increased without skimp- 
ing the home market. And even if do- 
mestic consumers must go without some 
products temporarily, they maintain, the 
future of U. S. economy makes it essential 


that overseas markets be recovered with- 


out delay. 

Traders who want import controls 
dropped argue that such action could 
speed the return of a supply-and-demand 
economy and that production of scarce 
commodities would be encouraged by 
competitive bidding. They also ho!d that 
the supply situation is to experience a oe 
improvement this year. 

Opponents of sweeping detained, on 
the other hand, assert that it would all 
but wreck the international allocation 
system for things in short supply. These 
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| U.S. IMPORTS allocations are “recommendations” and UY, § EXPORTS 
| not legally binding, but the U.S. could 


very well be placed in the position of | ji ee a 


being unable to carry out previously ee “4 

assumed commitments because of de- Tay, Pe. 
control. Opponents believe this would 
not only embarrass the United States in ——— 
its international relationships but also ~<a 
cause a deterioration of relations with Jae 
those members of the United Nations 
who do not benefit by decontrol. 

These quarters also doubt that com- 
plete decontrol can mean everything its 
advocates expect. They cite the general 
shortage of dollar exchange in the world 


q as one brake on any important expansion 
of overseas markets for many U. S. prod- 
ucts now restricted. A nation with lim- 
ited exchange, they maintain, is not going 
< to permit it to be expended for imports 


of automobiles, refrigerators and such 
products when the economy is in greater 
need of food, raw materials, machinery 
i cnc and other essentials. They add that U. S. 
loans or credits are not likely to go to 
countries that intend to use them to pay 
for new automobiles and similar items 
that might be classed as luxuries. 

This general lack of dollar exchange, 
however, also is invoked as an argument 
by those favoring decontrol. They assert 
that it would act as an automatic brake 
regulating trade until conditions of inter- 
national exchange gradually get back to 
stability, hence no other controls are 
necessary. 

@ Outcome of the decontrol debate is 
not yet clear in all details. Best indica- 
tions are that many of the present restric- 
tions on exports are to be discontinued. 
But the Administration can be expected 
to make a strong effort to win an extension 
of those controls it considers necessary 
to meet its commitments under the inter- 
national allocation program. Both import 
and export regulations are involved here. 

Grain and coal are regarded as top 
items on the list for which continued con- LUMBER 
trol is desired by the Administration. 
Fats and oils come next, although pres- 
sure for their decontrol is formidable and 
may prevail. © 

Some Republicans in Congress have 
shifted from the camp favoring removal 
of all controls to the camp of those who 
believe some controls should be retained 
until present shortages end. This devel- 
opment has strengthened the belief that 
Congress may vote to continue at least 
some of the regulations the Government 
considers essential if the U.S. is to meet 
international commitments. Public opin- 
ion is expected to be the decisive factor 
in determining whether U.S. grain and 
foodstuffs will be allocated to needy 
countries on an equitable basis as long as 
short rations prevail throughout the 
world. 

Until Congress decides the whole prob- 
: lem, businessmen in international com- = 
—U. 8. Rubber merce cannot lay hard-and-fast plans for —Maritime Commission 
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RIGID INSPECTION BY U.N. IS COST 
OF FREEDOM FROM ATOMIC WAR 


Proposal, awaiting approval by 
Security Council, calls on major 
powers to give up special rights 


The price the big powers are to 
pay for freedom from an atomic war is 
being figured out by the United Nations. 

Sovereign states are to be asked 
to let U.N. aircraft fly across their 
boundaries unmolested. They are to per- 
mit surveys from the air and on the 
ground. International agents are to re- 
place national officials as managers of 
key plants and processes. Clandestine at- 
tempts to make bombs are to invite dras- 
tic punishment. Not even the largest na- 
tion may protect itself by using its right 
of veto. 

These are provisions of a U. S.-spon- 
sored plan for atomic control formally 
approved by the U.N.’s Atomic Energy 
Commission, Russia and Poland not vot- 


ing. The plan is before the Security | 


Council for approval, provided Russia 
and the United States can agree on 
elimination of the veto. A vote of approval 
by the Security Council would send 
the plan back to the Atomic Com- 
mission, with instructions to spell out 
the details of inspection, control and 
punishment in the form of an_inter- 
national treaty. 

It is possible now, as a result of the 
Commission’s work, to see how the in- 
vention of the atomic bomb has forced 
the nations to consider steps no states- 
men would have dared to propose before 
Hiroshima. 
€] Radical measures, of a sort never seri- 
ously proposed or even contemplated in 
the past, are presented to a world con- 
ference with the full weight of the 
United States, Great Britain, France, 
China and a majority of other nations 
behind them. These measures provide: 

A scientific detective agency, staffed 
and operated by a new International 
Authority, free to inspect mines, plants, 
research laboratories in Colorado, 
U.S. A., Siberia, Stalingrad, or any place 
else in the world. | 

International supervision of mines and 
plants owned and operated by sovereign 
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nations for the peaceful production of 
atomic energy. 

International management of atomic 
plants, in the interior of Russia and 
America, or elsewhere, in which the risk 
of diverting the atom into bombs is so 
great that control cannot safely be left 
to individual nations. 

International monopoly of all atomic 
weapons and of all research on them. 

Punishment by a world force of any 

nation, large or small, found willfully 
violating the atomic treaty to which it 
has put its signature. 
@ Inspection is the heart of the control 
problem. The U.N. Authority has to 
know everything there is to know about 
sources of uranium and thorium, the ores 
from which atomic energy comes. 
Equally, the Atomic Commission agrees, 
the U. N.’s detectives must have a finger 
in all the uses to which these ores are 
put. There is no other way by which the 
Authority can detect and stop diversion 
of materials into bombs. 

Periodic reports, to begin with, are to 
be asked of every nation. The U. N. wants 
to know the location and output of every 
mine now producing uranium or thorium. 
If governments survey remote areas for 
new deposits, the results of these surveys 
are to be turned over to the United 
Nations Authority. If uranium is sal- 
vaged from the tailings at other mines, 
a full record must be kept for inter- 
national inspection. 

Governments also are expected to sup- 
ply full information on equipment and 
materials which could be used in pro- 
ducing nuclear energy. Industrial plants 
large enough to include atomic opera- 
tions are to be explained. Heavy con- 
sumers of power or of water may be 
asked to prove that they are not making 
bombs. 

@ U.N. detectives, however, are not ex- 
pected to take a government’s word for 
anything. Some governments may fail to 
tell all. The Atomic Authority, conse- 


quently, is to go inside a country and see 
for itself. 
@ Flying inspectors are to be free to 
cross any nation’s boundaries without 
being challenged or shot down. National 
laws which now forbid such freedom 
are to be modified. 

Air surveys by the U.N. may reach 
remote areas that are sparsely settled or 
difficult of access in any other way. New 
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mines can be spotted this way. Future 
sources of atomic minerals sometimes can 
be detected from an air view of geolog- 
ical formations. 

Suspicious buildings and _ industrial 
layouts may show up in air photos. Re- 
peated surveys from the air can reveal 
significant changes in industrial plants, 
as well as give some idea of the power 


and water requirements of an installa- - 


tion. Experience gained by aerial ob- 
servers during the war can be turned to 
advantage by the U.N. in interpreting 
the findings of the camera. And camou- 
Hage, the scientists report, is only par- 
tially effective in concealing whatever is 
going on below. 

Ground surveys, in any event, are to 
supplement air photos. Purpose will be 
to check on output of mines and large 
industrial layouts and to conduct geologic 
surveys. These would be tied in with 
observations from the air. In addition, 
ground inspectors would be equipped 
with special instruments to detect myste- 


rious blasting and to sample materials 
for radioactivity. 

Underground structures and plants 

hidden in the woods likewise would show 
up in ground inspection, if not from the 
air. Men trained in atomic manufacture 
could tell quickly whether such plants 
needed intensive supervision. 
@ Signposts of atomic‘activity, the vari- 
ous things the United Nation’s trained 
detectives of the future are to look for, 
are these: 

Mining operations that are substantial. 

Industrial installations that resemble 
in any way an arrangement for processing 
atomic materials. 

Power supplies large enough to serve 
the separation plants used in converting 
ore into nuclear energy. 

Water supplies, such as rivers or lakes, 
capable of providing the cooling medium 
for atomic plants. 

Radioactive wastes produced by chem- 
ical plants tied in with the manufacture 
of fissionable material. 





WHAT A U.N. TREATY 


ON ATOM IS TO SAY 













Only the authority may do 
research on atomic weapons. 


No nation may manufacture, 
possess or use atomic weapons. 


Existing stocks of atomic bombs 
are to be disposed of as the 
authority may direct. 


World inspection by the 
authority means “unimpeded 
rights of ingress, egress and 
access. | 


Major violations of the treaty 
are to be international crimes. 


No nation may use its veto to 
prevent punishment of a power 
known to be a willful violator. 


—Copyright, 1947, by World Report (Photo from International) 
A scientific detective agency would be free to go anywhere in the world 


An international authority is to 
have sweeping powers to in- 
spect and control mines, plants, 
research, end use everywhere. 
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Elaborate shields required in atomic 
production to protect workers against 
radiation. 

These are the principal signposts of 

atomic activity the U.N.’s investigators 
are to watch for, as things stand. But, 
since the atomic industry is new, many 
changes are to be expected. New meth- 
ods of manufacture may bring smaller 
installations, easier to conceal. Changes 
in methods of detection, or of control, 
may then be called for. 
@ U.N. controls are to vary with the 
degree of risk to world peace. Information 
from air and ground surveys, plus gov- 
ernment reports, may provide all the 
control necessary at one stage in the 
atomic process but could be dangerously 
inadequate at another. 

At the mine, periodic inspection and 
full accounting by the government in 
charge may be enough. Petty thefts of 
small amounts of uranium or thorium ore 
would be important. Accounting and in- 
spection methods normally used by in- 
dustries and governments to control 
materials are considered sufficient to 
prevent dangerous diversion. 

At refineries, where uranium and 
thorium are extracted from the ore, the 
safeguards used at the mines would still 
be adequate. By careful management, 
losses of material could be kept under 
1 per cent. 

Separation plants demand different 
treatment. The process of separating 
Uranium-235 from natural uranium per- 
mits important concentrations of nuclear 
fuel. The plants are large and difficult 
to inspect. Accounting for materials is 
an unsatisfactory control. Only solution, 
the Atomic Energy Commission believe$, 
is direct management by the U.N. 
Authority. 

Final stages in the manufacturing proc- 
ess, from the separation plant on out, 
would require still more international 
management. Under national control, it 
would be easy to divert small amounts 
of the concentrated fuel into a bomb. 
Assembly of the bomb itself would be 
virtually impossible to detect. Inspection, 
even by combined air and ground sur- 
veys, could not be relied on. Once the 
atomic fuel had become purified and 
concentrated, and the danger of radia- 
tion reduced, U. N. inspection no longer 
could be effective. At this stage, a nation 
intent on assembling atomic bombs 
could not be caught in the act. Tight con- 
trol, in the form of management by the. 
U. N. Authority, therefore is prescribed. 
@ Only alternative to such a system of 
inspection and control, a majority of 
nations agrees, is an atomic race likely to 
end in war. The big question is whether 
Russia sees it the same way. Soviet 
officials have balked at curtailing their 
vete right, but have approved interna- 
tional inspection and control in principle. 
Whether the Kremlin will approve such 
a system in practice still is in doubt. 
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CO-ORDINATION OF U.S. POLICIES 
SOUGHT BY GOVERNMENT LEADERS 


Administration tackles difficult task 
of reconciling conflicts of opinion 
and responsibility in world affairs 


Finding suitable officials to ad- 
minister the far-flung world interests of 
the U.S. and then co-ordinating their 
work into a single international policy 
have become major problems for the U. S. 

The difficulty of the task is re- 
flected in misunderstandings with diplo- 
mats of other countries, in conflicting 
statements of policy and in occasional 
hasty decisions. 

Proposals to reorganize the State De- 

partment, to create a “general staff” for 
U.S. world policy, are symptoms of the 
trouble. 
@ In the United Nations Warren Aus- 
tin is chief U. S. delegate, but his author- 
ity extends only to the Security Council 
and the General Assembly, not to U. N.’s 
many other activities. 

On atomic affairs, Bernard M. Baruch 
speaks for the U.S. as its representative 
on the Atomic Energy Commission, but 
he does not take directives from Austin. 
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In the Economic and Social Council, 
the. U.S. is to be represented by still an- 
other presidential appointee, replacing 
John G. Winant. Here the U.S. delegate 
follows a humanitarian policy not always 
in gear with U.S. policies as expressed 
on other committees. : 

In U.N. military affairs, Admiral 
Richmond K. Turner is the spokesman 
for the U.S. through his membership on 
the Military Staff Committee. 

In trusteeship matters the U.S. will 
have still another spokesman, also not a 
subordinate of Chief Delegate Austin. 

For health, labor, civil aviation, cul- 
ture and the many other special activities 
affiliated with the U. N. there are separate 
U.S. representatives, a half dozen people 
who work under general guidance of the 
State Department but who are not in 
touch with each other or with Austin. 

q@ In peace negotiations for Germany 
and Austria, Robert Murphy, a diplomat, 
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and Gen. Mark W. Clark are to do the 
spadework in London until Secretary of 
State James F. Byrnes takes over in Mos- 
cow. Within Germany, however, Gen. 
Joseph T. McNarney has been the top- 
ranking voice of the United States except 
when he is overruled by commitmenis 
made by Secretary Byrnes, as happened 
last week. 

In China there is a special mechanism 
for U.S. policy whereby an Ambassador, 
J. Leighton Stuart, is the traditional envoy 
to the Nationalist Government, but Gen- 
eral of the Army George C. Marshall is 
President Truman's special representa- 
tive, empowered to do business with both 
Nationalists and Communists. 

In Japan, General of the Army Douglas 
MacArthur takes directives from the 
President, the Joint Chiefs of Staff, the 
State Department and the Far Eastern 
Commission, but in many respects he 
writes his own ticket. 

@ American politics provide still other 
problems in co-ordination. 

Good will of the Republican majority 
in Congress has to be maintained by the 
Democratic Administration—and _ this 
means primarily the good will of Senator 
Arthur H. Vandenberg, chairman of the 
Senate Foreign Relations Committee. 
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Vandenberg has sat at the right hand 
of Secretary Byrnes throughout the peace 
negotiations in Paris and New York, but 
now he says he would prefer not to go to 
Moscow for the Foreign Ministers’ discus- 
sions on Germany and Austria. The ques- 
tion is whether his desire to stay home 
implies a break in the bipartisan approach 
to international policy. 

Vandenberg wants to feel free to criti- 
cize the Administration on world policy as 
the 1948 election approaches. The Michi- 
gan Senator, however, has left the door 
open for a trip to Moscow. His personal 
admiration for Byrnes is counted on to at- 
tract him to the conferences. or at least 
to win his approval for whatever bargains 
Byrnes reaches there. 

Some Republican spokesman will nev- 
er be far away from the peace negotia- 
tions, be it Vandenberg or his unofficial 
“deputy.” Administration strategists never 
forget the defeat that met Woodrow Wil- 
son when he brought home an interna- 
tional agreement to be repudiated by a 
hostile Senate. For that reason, even if 
Vandenberg’s international traveling days 
are over, an outstanding Republican like 
John Foster Dulles, recently a delegate 
to the United Nations, may be invited to 
represent him at peace talks. 

Left-wing Democrats are in more seri- 
ous revolt from the united front on U. S. 
world policy than are Republicans. The 
group led by Henry Wallace and Senator 
Claude Pepper of Florida is in open rebel- 
lion against the Administration’s policies 
abroad. If this insurgency should be 
matched by a similar revolt of the na- 
tionalist wing of the Republican party, 
U.S. policy would be headed for serious 
trouble. 

The inter-party truce is limited to the 
subjects of peace treaties and the United 
Nations. In most other fields, a political 
approach to world policy is increasing 
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Will they be as close as this when the Foreign Ministers meet in Moscow? 


the troubles of U. S. Government officials. 
President Truman’s desire to cut tariffs 
has already stirred up bipartisan opposi- 
tion from wool, sugar and other interests. 
His request to relax immigration laws to 
admit displaced persons from Europe is 
opposed by the American Legion and 
other influential groups. Economy- 
minded members of Congress do not like 
Democratic plans to lend money to im- 
poverished countries. Fights are in the 
making over whether to support British 
policies in Palestine and on how sternly 
to deal with Argentina. No one can be 
sure, until Congress takes a vote, just who 
speaks with authority for the U. S. on the 
subjects. 
@ Remedies proposed for these prob- 
lems of statesmanship are under discus- 
sion. Warren Austin might be given the 
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rank of Undersecretary of State, in a move 
similar to the promotion of Andrei Gro- 
myko, Russia's delegate to the U.N. to 
Deputy Minister of Foreign Affairs. An- 
other proposal is to give Austin a Wash- 
ington assistant with the rank of As- 
sistant Secretary of State. 

In some quarters it has been suggested 
that the Undersecretary of State be given 
full authority to run the day-to-day 
business of international relations. This 
would leave the Secretary free to devote 
his time to long-range planning and to 
co-ordinating over-all policy. 

Whatever course is taken, the task of 
co-ordinating the efforts of two political 
parties and of many public officials to 
form an integrated United States policy 
in world affairs will continue to absorb 
much official effort. 
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CITIZENSHIP LAW LIETS 
UNITY HOPES IN CANADA 


Officials believe measure proclaiming 
people’s distinctive identity will spur 


patriotic feeling, 


Canada is counting on a new law, 
creating Canadian citizenship for the 
first time, to promote national unity at 
home and help businessmen and others 
traveling abroad. 

No longer will Canadian passports 
carry the legend, “British subject.” The 
ceremonies of “Canadian Citizenship 
Week,” marking the inauguration of this 
new law, demonstrate the importance 
officials attach to the Citizenship Act. 
They feel that too many Canadians have 
not had the proper awareness of nation- 
hood in the past. 

q@ Canadian citizenship is legally estab- 
lished and defined for the first time since 
the national entity of the Dominion was 
proclaimed 79 years ago. Heretofore, 
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aid travelers abroad 


Canadians have been “British subjects” 
to the rest of the world, despite the fact 
that Canada had become a sovereign 
nation in her own right. In the eyes of 
world law, there was no such national 
status as Canadian—a fact that in the 
past has irritated many Canadians who 
were reminded of it in trade dealings or 
in travel. 

Today, however, the 12,000,000 
people of the Dominion can say, with 
legal accuracy, that they are Canadian 
citizens. Their new status was declared 
in the New Year proclamation that be- 
stowed citizenship on all native-born 
Canadians, naturalized Canadians, Brit- 
ish subjects resident in Canada and brides 
Canadian servicemen married overseas. 
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THE CHANGE IS MADE 


@ Oddity in the Citizenship Act is that 
British subjects who come to Canada in 
the future are to be considered “aliens,” 
just as non-British immigrants. The law 
requires residence of five years before 
such persons can be naturalized. How- 
ever, British subjects will receive citizen- 
ship papers on application after the re- 
quired periOd, whereas others are to 
receive them at special ceremonies, de- 
signed to impress the new citizen with 
the importance of the privileges and 
duties he assumes as a Canadian. 

In the five-year residence requirement, 
an exception is made for U. S. and other 
nationals who served overseas with the 
Canadian armed forces. They qualify for 
naturalization after one year. 

@ Economic significance of the new law 
is incidental. The legislation puts non- 
Canadians at no special disadvantage, 
for it specifically provides that they may 
acquire, hold or dispose of real and per- 
sonal property, just as any Canadian 
citizen. No handicaps are raised or pref- 
erential treatment decreed to modify 
commercial relationships that now exist. 

The Act might make it easier for a 
Canadian citizen to trade in another 
nation that had strained relations with 
the United Kingdom and regarded with 
suspicion any passport bearing the identi- 
fication: “British subject.” Likewise, it 
could permit Canada to maintain diplo- 
matic representation in a country with 
which Britain had severed relations. 
However, such situations are extremely 
hypothetical. 

The big advantage for Canada’s traders 

and travelers seems to be that henceforth 
they are to have documentary proof of 
their citizenship. There have been almost 
4,000 cases in the last two decades where 
lack of that proof has worked to the dis- 
advantage of Canadian businessmen and 
travelers in other countries. It not only 
kept one Canadian businessman from 
staying in a ‘certain South American 
country, but it even kept a naturalized 
Canadian from being admitted to the 
Dominion when deported by the United 
States. 
@ Main importance, in the last analysis, 
attaches to the influence the Citizenship 
Act may exert in unifying the Canadian 
people. Dominion leaders are hopeful 
that pride in a common citizenship will 
tend to minimize the racial and religious 
conflicts, the provincial and sectional sus- 
picions that have proved troublesome in 
the past. Their hopes are buoyed by the 
warm support that the Citizenship Act 
received from rival political parties and 
factions. So this new formula: “I am a 
Canadian citizen” may bring about the 
closer unity the Dominion seeks. 
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HOW BRITAIN NATIONALIZES COAL: 
MINES TAKEN, BUT PAYMENTS WAIT 


Expected delays in determining and 
making compensation put former 
Operators in puzzling situation 


Reported from 
LONDON 


Owners of Britain's coal mines 
would like to know when they are to be 
paid, and how much, for the properties 
nationalized by the British Government 
on January l. 

So far, the Labor Government has 
fixed a total price of approximately $660,- 
000,000 for the 1,500 mines, but has left 
for the future a decision as to how this 
amount is to be divided among the 850 
colliery companies. 

Final payment is scheduled to 
come within two years. Mine owners 
fear it will take longer and will be more 
difficult to figure out than Government 
officials assume. 

Britain's mines are now Government 
property, nevertheless. The National 
Coal Board has title. Company officers 
and the 691,000 miners recognize the 
Government as boss. Directors and own- 
ers have moved over to let the Govern- 
ment take charge. 

A current crisis in coal supply adds 

to the Labor Government's worries as 
nationalization goes into effect. Factories 
are closing for lack of coal. Rationing of 
all fuels is under consideration. 
@ The puzzle of compensation is likely 
to outlast current shortages in supply, 
however. Companies being nationalized 
out of business do not know how to 
liquidate. Stockholders are in the dark 
as to future income. 

The whole problem is illustrated by 
the situation confronting Horden Col- 
lieries, Ltd., one of Britain’s largest coal 
properties. 

Liquidation is the only course open to 
the company, Chairman Claud E. Pease 
told Horden’s stockholders at a general 
meeting on the eve of nationalization. 
But the company cannot quit until it 
knows how much its assets are worth. 

First stage in the complicated process 
of deciding how much each coal prop- 
erty is worth is to decide how much all 
1,500 mines are worth. 


A national tribunal has completed this 
step. It says the Government will pay 
the owners about $660,000,000 for their 
property. This figure is based on “net 
maintainable revenue,’ plus a_ years 
profits. Owners generally regard this esti- 
mate as reasonable. 

Second stage is to split the $660,- 
000,000 among the 21 coal districts into 
which the country has been divided. A 
National Valuation Board will undertake 
this division, presumably on the basis of 
net, maintainable revenue plus a year’s 
profits. Decisions of the Board are final. 

Third stage is to agree on a valuation 
for the individual mines and collieries 
within each district. Basis for this ap- 
praisal, under the Act of Parliament, is 
to be that of a sale between “a willing 
buyer and a willing seller.” 

What such sales will produce is any- 
body’s guess. If the total sales in any one 
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coal district equal the predetermined 
valuation for that district, Chairman 
Pease of Horden’s observes, it will be 
pure coincidence. 
@ Payment then is to be made to share- 
holders, generally in Government stock. 
What rate of interest the stock will carry, 
however, has not yet been announced. 
Informed guesses hover around 2% per 
cent. Horden’s dividends during 1945, 
for instance, came to 12% per cent. 
Interim compensation is to be paid to 
colliery owners while they await final 
settlement. Thus, investors who have 
been receiving $1,000 a year as their 
share of the profits in a coal mine, may 
get as much as $500 a year during 1947 
and 1948. 
@ Difficult questions stand in the way of 
final settlement. The wisdom of a Solo- 
mon is to be called on to divide up a 
fixed sum among scores of companies, 
some profitable and some unprofitable. 
Negotiators will be under pressure from 
institutions like the Church of England, 
as well as individual investors, whose 
sources of income have now become un- 
certain. Dissatisfaction with final settle- 
ment, and long delay, would mean strong- 
er opposition to the Labor Government's 
plans to nationalize other industries. 
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Coal miners setting up pit props in a British colliery 
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U.S. PROGRAM FOR FREER TRADE 
HITS SNAGS AT HOME AND ABROAD 


Tariff reductions are opposed for 
such commodities as sugar, wool, 
tobacco, dairy products and shoes 


The program of the U. S. to free 
world trade of government restrictions is 
heading into barriers at home and abroad. 

Resistance to projected tariff cuts 
by the U.S. is developing inside the 
country just at the time State Depart- 
ment officials are preparing to offer lower 
duties as a bargaining point for unre- 
stricted trade in international confer- 
ences. 

@ Fears of competition from abroad at 
the time purchasers are beginning to re- 
sist high prices are responsible for the 
rey ey stemming from some sections of 
the U.S. In other countries, nationalistic 
poasiy are reluctant to give up economic 
controls developed for the war. 

q U.S. tariff hearings in Washington 
can be expected to bring out objections 


to lowering the duty on a host of com- : 


modities. 

Sugar, still rationed in a U. S. stripped 
of most controls, is the source of high- 
tariff demands by beet growers in a num- 
ber of Western States. Domestic produc- 
tion provides no more than one third of 
American sugar consumption. Recent har- 
vests have been cut by switches to higher- 
priced potatoes. But beet raisers argue 
that a bigger return for their sugar would 
increase the home yield and bring many 
potato growers back into sugar farming. 

Wool is another commodity in which 
the U.S. is not self-sufficient. But right 
now sheep raisers in the Mountain States 
are worried over the possibility that the 
British surplus might be dumped on the 
American market. Wool growers also 
changed over to a food product—beef 
cattle—during the war. Ranchers con- 


tend that duty adjustments could restore 


the prewar situation. 

Tobacco interests in the South have 
forced a change in that area’s traditional 
position favoring low tariffs. Dollar 
shortages in Europe have cut leaf buying 
for export in Virginia, the Carolinas, 
Maryland and other States. So the agri- 
culture commissioners of 13 Southern 
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States have banded together to oppose 
reductions that would benefit importers 
of tobacco from Turkey and other sources 
of blending leaves. 

Dairy products in the U.S. meet very 
little competition from imported milk 
and cheese. The market for these items, 
however, is very complex and sensitive 
because of the number of things that are 
by-products of other products. The result 
is that each component has a strong effect 
on the whole structure. That is why 
Congressmen from the dairy regions will 
oppose tariff cuts. 

Shoes made abroad by labor that costs 
less than the services of American work- 
ers are allowed to enter the U.S. only 
under restrictions that govern amounts 
and types. Domestic manufacturers will 
fight further cuts in the duty on footwear 
from Czechoslovakia. In the year after 
the original reduction was made, how- 
ever, Americans bought 25,000,000 more 
pairs of U. S.-made shoes than they did 
the year before. Price pressure of the im- 
portable product held down the cost of 
American-made shoes. 

Liquor distillers in the U.S. are 
especially antagonistic to the reciprocal 
tariff program. They claim that, in prac- 


tice, it is resulting in increased American 
consumption of liquors made overseas but 
that they get no like benefits in markets 
of other countries. 

@ World-wide negotiations for increased 
freedom in international commerce will 
be affected by U.S. tariff policy on 
all these products. International confer- 
ences will be resumed in April at Geneva, 
Switzerland. In attempting to develop a 
permanent International Trade Organiza- 
tion as an adjunct of the United Nations, 
the U.S. is meeting some opposition from 
Great Britain and other countries of the 
British Commonwealth. Trouble also is 
foreseen unless Russia can be persuaded 
to participate actively in the organization. 

Unless he is blocked by congressional 
action before April, Undersecretary of 
State William L. Clayton will go to the 
Geneva meeting prepared to negotiate 
new tariff agreements with 18 other 
countries. 

With the backing of former Secretary 
of State Cordell Hull and the active 
support of Assistant Secretary Willard 
Thorp, Clayton meanwhile is trying to 
persuade American producers to accept 
more goods from abroad. Such buying, 
he contends, is needed to maintain the 
U.S. standard of living. He also argues 
that imports are a better method of 
taking payment for U.S. goods than are 
the proceeds of international loans. 

The new Congress is to be the scene 
of most of Clayton’s troubles in the U. S. 

Legislation is being introduced to re- 
peal or amend the Reciprocal Trade 














U.S. PEACETIME TRADE 


a Wes 


39 IMPORTS (WITH TREATIES) $2,318,000,000 


ee a 


1934 IMPORTS (WITHOUT TREATIES) $1,655,000,000 








. 
| 


ee . 


Agreements Act that makes the program 
possible. An alternative is a resolution 
directing the President to kill all of the 
treaties by executive action. 

Also in prospect is a resolution post- 
poning any tariff agreements for six 
months. That would smother any action 
at Geneva while an inquiry of the entire 
setup in the U.S. House of Representa- 
tives would slow down the sponsors of 
the proposed ITO. 

A determined fight on such measures 
is certain. One likely result, at least, is 
a requirement that the State Department 
include U.S. businessmen in its delega- 
tions as advisers when new treaties are 
being negotiated. 

Russia, which up till now has been 
doing little trading with other countries, 
is on the list of nations to be asked for 
mutual reductions of tariffs. The Soviet 
Union has not been participating in the 
ITO preliminaries and, alone, is consid- 
ered unimportant to such an establish- 
ment, 

Theré is concern, however, that Rus- 
sian influence could stir up hesitancy on 
the part of countries whose world trade 
is more substantial. 

Great Britain is one of the prime mov- 
ers for freer commerce across the oceans 
and national frontiers. Her principal 
problem is how to attain such freedom 
while initiating Government ownership 
in many industries at home and trying 
to maintain “Empire preferences” within 
the British Commonwealth. 

Other countries that have been invited 

to join in lowering duties are Australia, 
Belgium, Brazil, Canada, Chile, China, 
Cuba, Czechoslovakia, France, India, 
Lebanon, Luxembourg, the Netherlands, 
New Zealand, Norway and the Union of 
South Africa. 
@ Tariff background in‘ U.S. history 
long followed a sharp line that divided 
the industrial Northeast from the agri- 
cultural South. Republicans regularly 
espoused a high tariff for protection of 
wool and cotton weaving, shoes and other 
budding industries. 

Democrats from the “Solid South” de- 


manded tariffs based on revenue needs 
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Supporters of Undersecretary of State Clayton’s trade program 


alone. They wanted to sell cotton and 
tobacco abroad and wanted lower prices, 
after the duty was added, for the goods 
they bought overseas with the proceeds 
of their produce. 

@ Today the specific interests of sections 
of the U.S. are changed somewhat, but 
there remains a fear of competing goods 
made by cheaper labor. A new element 
in the picture is receding self-sufficiency 
in the U.S. 

Opponents of lower tariffs, for ex- 
ample, point out that they do not ask 
that all imports be shut off. Their goal 
is a limitation of things that also are 
produced in America. 

No agitation is apparent against natural 
rubber, which again is flowing across the 
Pacific for use in automobile tires. More 
than 50 materials are imported into the 
U. S. to improve the quality of steel. They 
are not to feel the impact of protective 
tariffs imposed by Congress. 

Coffee and bananas still are in heavy 
demand by American consumers. Mica 
and other materials in short supply in the 
U.S. will be allowed to enter without 
strong objection from American interests 
in those fields. 

Proponents of lower tariffs argue that 
the U.S. must open her doors to more 
goods from abroad if the American stand- 


ard of living is to be maintained. War- 
time exhaustion of many resources has 
left the U.S. less independent than 
formerly. 

Sponsors of the program also urge 
bigger imports to provide dollars for 
potential American customers overseas. 
Government officials say some industries 
think only in terms of their own sales in- 
stead of considering the nation-wide 
effect of the program. 

Sacrifices in one field, it is contended, 
are more than made up by gains in other 
lines. Those gains in turn are translated 
into increased purchases domestically of 
the goods produced by the factories mak- 
ing the original concessions. 

State Department officers point to a 

$1,000,000,000 increase in American ex- 
ports in the first five years of the trade 
agreements program at a cost in round 
figures of only $500,000,000 in additional 
imports. 
@ The future of United States trade re- 
lations with the rest of the world may 
be shaped to a considerable extent by 
the outcome of current tariff discussions. 
For many months, the State Department 
has been building its postwar program 
for international commerce. Now it is 
getting the first nation-wide reaction to 
that program. 
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CONTROVERSY OVER DISTRIBUTION 
OF WORLD’S SUGAR SUPPLIES GROWS 


Issue is whether American people 


should continue sharing production 
or take more for their own use 


Reported from NEW YORK 
and WASHINGTON 


A controversy over sugar now de- 
veloping in the U. S. is to grow more bit- 
ter in the weeks ahead. The issue is 
whether the U. S. should get more sugar, 
or go on, under a wartime system of con- 
trols, sharing the world’s still slim sup- 
plies with other nations. 

Bakers and makers of candy and 
soft drinks want more sugar for Ameri- 
can industry. A Republican Food Com- 
mittee in Congress wants more sugar 
made available for the U.S. housewife. 
But the Governments position is that 
any substantial increase of sugar for 
America would mean less for the rest of 
the world, where the scarcity is more 
critical than in the U. S. 

Actually, the world will have more 
sugar in 1947, but not enough. American 
homes and industries are to get more. 
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As a result of a bigger crop in Europe, 
other countries will get a smaller share 
of the sugar grown in the Western 
Hemisphere. 

But a continuing dispute is to center 

about how big a portion of the world’s 
growing sugar supply the U.S. should 
get. 
@ On one side are those who believe 
that allocation of the world’s crop and 
rationing and price control in the U.S. 
must continue in order to provide sugar 
for as many people as possible at a 
reasonable price level. 

A world scarcity, to persist through 
this year, is the basis for the Administra- 
tion’s argument for continuing controls 
over international shipments and domes- 
tic distribution of sugar beyond March 
and June, when wartime powers are 
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scheduled to lapse. The world crop for 
1947 is expected to be about 10 per cent 
below prewar supply. That means a 
shortage of more than 2,500,000 tons. 
Because the world developed 4 sweeter 
tooth during the war, comparison with 
prewar sugar supplies of 34,500,000 tons 
a year actually does not show the full 
measure of the present shortage. 

Despite important increases in sugar 
production in the Western Hemisphere 
and Europe, two factors continue to make 
for scarcity. Reserve stocks of sugar were 
eaten up during the war years. Restora- 
tion of the cane fields and mills in the 
Philippines, Java and Formosa still is 
far from complete. These three areas 
alone used to provide the world with 
3,000,000 tons of sugar a year. Although . 
Java may have some sugar for shipment, 
the other two areas, more badly wrecked 
by war, probably will require another two 
years even to approach their prewar 
output. 

World sharing of available surpluses 
under allocations determined by the 
International Emergency Food Council 
is the best way, the Administration feels, 
to assure fair distribution and avoid com- 
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petitive bidding while the shortage lasts. 
Cuba is the only country with a big 
surplus for export. 

Under the allocations system, the U. S. 
buys all the sugar Cuba has to ship and 
keeps most of it for Americans. About 
30 per cent goes to Europe. Some of it 
is shipped first to the U.S. for refining 
and then sent on. 

The U.S. shares Cuba’s sugar with 
Britain, Canada, France, Norway, Bel- 
gium, the Netherlands, Switzerland, Fin- 
land and, through the United Nations 
Relief and Rehabilitation Administration, 
with Yugoslavia, Greece, Albania, Italy 
and Austria. Last year, for example, the 
U.S. got 2,175,000 tons of the 3,800,000 
Cuba shipped. Of the 1,600,000 tons 
sent to Europe, 25 per cent was shipped 
first to the U.S. for refining. 

Allocations are based on the prewar 
consumption of sugar per person each 
year in the countries concerned. Ameri- 
cans are getting many times the amount 
of sugar people in most other countries 
receive. In all, the U.S. gets about a 
fifth of the sugar in the world. 

As the chart at the bottom of the page 
shows, Denmark and Sweden, neither of 
them importers, are the only countries 
where people eat more sugar than they 
do in the U.S. Actually, Denmark and 
Czechoslovakia raise more sugar beets 
than they need and ship sugar to other 
countries in Europe. 

The U.S. Department of Agriculture 
is planning on continued allocations by 
the International Emergency Food Coun- 
cil ena, se 1947. About 1,400,000 
tons of Cuban sugar, 200,000 less than 
last year, may be allocated to other coun- 
tries than the U.S. But continuation of 
the system of world sharing may well de- 
pend on continuation beyond midyear of 
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wartime controls over sugar in the United 
States. 

@ On the other side of the debate over 
who gets how much of the world’s sugar 
are those who think the shortage now 
is so near an end that controls should be 
relaxed or abolished altogether and that 
the U.S. should not commit itself to 
share Cuba’s crop with other nations. 

Opponents of the Administration's 
sugar policy include some brokers at one 
extreme who would like an immediate 
return to a free market and more mod- 
erate sugar producers and refiners who 
would rather see a gradual process of de- 
control to avoid the wild fluctuations in 
prices that came with the speculation in 
sugar following decontrol in 1920. 

But all who disagree with the Depart- 
ment of Agriculture's position think that 
America should now get more sugar. Most 
of them believe that rationing and price 
control in the U.S. should be extended 
for a minimum of three months beyond 
March 30. But all agree that the present 
allocation system is too generous to other 
countries. 

Bigger crops in most parts of the world 
are behind arguments for less control 
and more sugar for the U.S. A reduction 
of the world shortage from 7,000,000 
tons in 1946 to 2,500,000 in 1947 is 
being forecast. 

A near record Cuban crop of almost 
6,000,000 tons, 30 per cent more than 
in 1946, has been harvested. In the U. S., 
producers of sugar beets will harvest 
200,000 tons more this year than last to 
bring U.S.-grown sugar, including Ha- 
waiian and Puerto Rican, up to 3,600,000 
tons. The European beet crop is yielding 
86 per cent of prewar quantities, com- 
pared with only 57 per cent last year. 
The biggest gains are looked for in 
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Germany and Russia. Countries now get- 
ting sugar under allocation from Cuba 
expect to harvest almost 2,300,000 tons 
more at home this year than last. Even 
countries getting sugar from UNRRA 
are tar better off. 

Bigger rations for the U. S. and smaller 
allocations “for other countries in 1947 
thus are considered possible. With im- 
ports of 3,200,000 tons of sugar from 
Cuba, the U.S. would have a total of 
6,500,000 tons to use in 1947. That 
would be an increase of almost 1,500,000 
tons over 1946. What industrial users in 
the U.S. want is an increase of 27 per cent 
in their ration of sugar. The Republican 
Food Committee thinks householders 


should get 50 per cent more in 1947. 


@ A bigger share of Western Hemi- 
sphere sugar for the U.S. is proposed 
by those who say Americans have sacri- 
ficed enough. They think Europe might 
produce more beet sugar on its own if 
the cheaper Cuban cane shipments were 
cut off or reduced. There is bitterness 
because countries like Switzerland im- 
port sugar under allccation and export 
chocolate. Another argument is that ef- 
fective controls may be so weakened this 
year that the allocation system would be 
jeopardized anyway. 

The one thing that both sides in the 
sugar debate agree on is that the short- 
age is to last into 1948. Europe, with 
bigger crops, still will be short 5,000,000 
tons without imports. As a result, the 
chances are that world sharing of sugar 
will go on ‘through 1947. Congress is 
expected to extend controls in the U. S. 
into the second half of the year. But the 
Government will answer criticism by 
increasing last years 25-pound ration to 
housewives by 15 pounds and by boost- 
ing the ration to industrial users. 
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TURKEY BALKS RUSSIA 
IN DEMAND FOR STRAITS 


Republic is trying to strengthen 
position by winning Arab support. 
Main hope put in Western powers 


Turkey is bracing herself to meet 
renewed pressure from Russia that is ex- 
pected to develop before spring. 

The Turks are mending their dip- 
lomatic fences with their Arab neigh- 
bors, cultivating closer relations with 
the U.S. and Britain and keeping their 
armed forces at wartime strength. The 
Government is sharpening its vigilance 
against the Communist Party, which is 
suppressed as a possible source of Rus- 
sian infiltration. 

Reason for the present preparations is 
that the Dardanelles issue is still open 
and the next move is Russia's. Turkey 
has categorically refused Russian de- 
mands for a share in the defense of the 
Straits and for control of the Dardanelles 
by the Black Sea powers without Britain 
and the U.S. Turkish position, strongly 
backed by the U.S. and Britain, is that 
the Western powers also should have a 
voice in the control of the Dardanelles 
and that the defense of the area should 
remain entirely a Turkish responsibility. 

Russia also is expected to renew her 
claims against Turkey for the border 
provinces of Kars and Ardahan. Recently 
there has been a lull in Russia’s drive for 
these objectives but it can end any time. 

Turkey's aim now is to strengthen her- 
self internally and line up maximum 
support from abroad. 
q| In the Arab states of the Middle East, 
Turkey is waging a campaign to win 
friends. The campaign is not to go so far 
as direct participation in an Arab bloc, 
but far enough to safeguard Turkey’s 
rear if trouble should develop with Rus- 
sia in the North. 

The Foreign Office of Turkey has 
stated that it intends to conclude treaties 
of' friendship and commerce with Syria, 
Lebanon, Trans-Jordan and Palestine. 
Such a treaty already has been nego- 
tiated with Iraq but has not yet been 
ratified by the Turkish Parliament. 

A series of state visits points to closer 
relations between Turkey and the Arab 
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states. King Abdullah of Trans-Jordan is 
to visit Ankara this month. It .is more 
than possible that the trip will result in 
a treaty of friendship and commerce. 

King Farouk of Egypt and the Presi- 
dent of the Lebanese Republic each have 
visited Turkey recently. The Turkish 
Undersecretary of Foreign Affairs has 
visited Trans-Jordan and Lebanon. 

A change in policy is reflected in Tur- 
key’s cordial attitude toward the Arab 
states. It was the doctrine of the late 
Kemal Ataturk, whose teachings still in- 
fluence Turkish thinking, that modern 
Turkey should turn her eyes away from 
the Arab world, which he considered 
backward and sterile. Although President 
Ismet Inénii’s policy is taking a different 
direction, Turkish aloofness to the Arabs 
still is evident and is a prime obstacle 
to closer collaboration between Turkey 
and her Southern neighbors. 

There are other obstacles. The main 
one is the Sanjak of Alexandretta, a piece 
of Turkish territory on the Syrian border, 
which Syria claims: with the backing of 
the Arab League. The Turks have prom- 
ised the Arab states free access to the 
port of Alexandretta, but insist the area 
shall remain part of Turkey. The ques- 
tion is still a serious bone of contention. 
@ Internal vigilance is being intensified 
by the Turkish Government ta thwart 
any Communist attempt to bore from 
within. Police recently arrested more than 
70 persons suspected of being Communist 
agents and closed five newspapers ac- 
cused of publishing Communist propa- 
ganda. The Communist Party is illegal in 
Turkey and the ban is vigorously en- 
forced. 

Turkey is maintaining her armed forces 
on a wartime footing with a strength of 
500,000 to 800,000 men. In an emer- 
gency, the Government has plans for 
quickly expanding this force to 1,000,- 
000. This is a heavy burden for a poor 
country with a population of less than 
19,000,000. 
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Mending diplomatic fences 


The Turks maintain strong forces 

along the mountainous frontier with Rus- 
sia in the Northeast and man coastal 
defenses along the long Black Sea coast 
and in the Dardanelles area. But Turkey 
sees the most immediate threat not along 
her own borders but in Northern Greece, 
now under pressure from Russia's satel- 
lites in the Balkans. Any strong power 
with bases in Greek Macedonia would 
be in a position to dominate shipping 
through the Dardanelles. , 
@) The U.S. and Britain are the powers 
Turkey must depend on if Russian pres- 
sure is renewed. Turkish industry could 
not support a war and her armed forces 
are inadequately equipped to fight more 
than a delaying action against invasion 
by a modern army. 

American aid to Turkey has been in 
the form of Lend-Lease and some credits. 
Turkey has acquired $106,000,000 worth 
of Lend-Lease materials, mostly ammu- 
nition, guns, tanks, steel and aircraft. She 
also has obtained a $25,000,000 loan 
from the U.S. Export-Import Bank and 
$10,000,000 worth of surplus property 
from the U.S. A _ purchasing mission 
from Turkey recently has been active 
in the U.S. trying to buy transportation 
equipment and industrial machinery. 

For naval support, Turkey counts on 
substantial American and British detach- 
ments in the Mediterranean. The British 
have army, navy and air forces available 
in Greece, just across the narrow Aegean 
Sea from Turkey. Now that they are 
moving out of Egypt, the British are 
building up a powerful base closer to 
Turkey on the island of Cyprus. 

Most Turks believe their country will 
be able to settle differences with Russia 
peaceably. They consider their task now 
is to mobilize Turkish power and influ- 
ence to add weight to their side in the 
coming battle of diplomacy. 
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U.S. LAGS IN EFFORTS TO STORE 
MATERIALS NEEDED FOR DEFENSE 


Release to industry of supplies 
built up during war leaves little 
for transfer to military stockpile 


Efforts of the U.S. to build a 
stockpile of strategic materials for se- 
curity purposes are falling far behind the 
schedule set by Army and Navy chiefs. 

Existing hoards of metals, chem- 
icals, oils and fibers, accumulated by 
civilian agencies of the Government dur- 
ing the war, are being released to in- 
dustry so rapidly that little will remain 
for transfer to the defense stockpile. 

Acquisition of new supplies by the 
Army and Navy Munitions Board is pro- 
ceeding very slowly. Reconversion offi- 
cials, under instructions from Congress, 
are giving priority to private industry in 
obtaining scarce materials. 

Contracts signed so far for stockpile 

purchases total less than $50,000,000, 
only about one fourth as much as planned 
by military leaders. 
@ The stockpile plan approved by Con- 
gress last July calls for a $2,000,000,000 
hoard of raw materials, The list includes 
62 commodities, vital to modern warfare, 
for which the U. S. is partly or completely 
dependent upon overseas sources. The 
table on this page shows how small a 
reserve of some minerals and metals is 
left in the ground in the U. S. 

Military leaders expected to acquire 
$300,000,000 of strategic materials from 
Government stocks left over after V-J 
Day. They planned to spend $360,- 
000,000 a year for additional supplies 
and complete their minimum stockpile 
within five years, World shortages of raw 
materials for reconstruction and civilian 
consumption have slowed this prepared- 
ness race to a walk. 

Wartime stocks, under directives from 
the Civilian Production Administration, 
are being sold to U.S. businessmen to 
bridge the gap between supply and de- 
mand for raw materials in industry. 
Stocks of bauxite, magnesium, tale and 
half a dozen other commodities, which 
are in adequate supply, are being turned 
over to the defense pile. But more than a 
score of other materials that are in defi- 


cient supply are being allocated to indus- 
trial users. 

Since July, when the Stockpile Act was 
signed, Government stores of nickel have 
been reduced by 25 per cent, aluminum 
by 30 per cent, antimony by 37 per cent, 
copper by 53 per cent and asbestos by 
60 per cent. These sales are to continue 
until civilian requirements can be met 
by domestic production plus imports. Be- 
fore that happens, most of the Govern- 
ment stocks will be gone. 

New purchases for the defense stock- 
pile are limited, under the Stockpile Act, 
to commodities of which no shortage 


HOW LONG U.S. RESOURCES WILL 
LAST AT PEACETIME RATE OF 
CONSUMPTION: 


PROKE” 6 Sie: ced VR. 
CHROMITE .....1 YR. 
MANGANESE... 2 YRS. 
ASBESTOS .... 3 YRS. 
MERCURY..... 3 YRS. 
PLATINUM .... 4 YRS. 
TUNGSTEN .... 4 YRS. 
ANTIMONY.... 4 YRS. 
VANADIUM. ... 7 YRS. 
- BAUXITE ..... 9 YRS. 
See er 
CADMIUM .... 16 YRS. 
Re 6s eins oe IP YRS 
COPPER ..... 34 YRS. 
IRON ORE ...111 YRS. 


Based on Known Commercial Reserves 
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exists for U.S. industry. Buying, as a 
result, is restricted to half the materials 
on the military shopping list. 

Medicines, such as Brazilian hyoscine 

and Chilean iodine, and minerals, such as 
Canadian nickel and Australian zircon, 
have been bought. But CPA rulings have 
banned purchases of the 31 most impor- 
tant strategic materials, including Ma- 
layan rubber, Chilean copper, Mexican 
lead, Chinese antimony and other es- 
sentials. 
@ Political troubles and interagency dis- 
putes will complicate the task of U.S. 
stockpilers even after shortages are over. 
Initial difficulties already are looming 
over congressional appropriations and 
pressures from American businessmen 
who oppose Government purchases 
abroad. 

Producers of manganese in the U.S. 
have enlisted the support of Western Sen- 
ators in a campaign to force stockpile 
purchases of their products in preference 
to supplies from other countries. Under 
the “Buy American” clause of the Stock- 
pile Act, they demand prices 25 per cent 
higher than the world price plus the 
U. S. tariff. 

President Truman, taking advantage 
of a loophole in the Act, has ordered the 
Treasurys Procurement Division to give 
American producers no preference greater 
than that already granted them by the 
tariff. Now Western Senators are pro- 
testing this decision in letters and visits 
to the White House and the Army and 
Navy Munitions Board. They are threat- 
ening to oppose stockpile appropriations, 

Military leaders and reconversion offi- 

cials are urging the President to yield to 
this pressure. The State Department is 
opposed, arguing that any further dis- 
criminations against other countries 
would violate U.S. economic policy and 
run counter to U.S. proposals for freer 
world trade. 
@ The basic conflict that runs through 
all stockpile problems is between the U. S. 
desire to maintain preparedness and the 
U.S. determination to return to peace- 
time business. United Nations agreement 
on world disarmament would eliminate 
this conflict. But, until that comes about, 
U.S. efforts to build a defense stockpile 
will continue with much creaking of the 
wheels. 
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FRANCE, SOVIET MAY COMPROMISE 
ON GERMANY TO GET REPARATIONS 


Isolation of Saar provides preview 
of Big Four debates and suggests 
maneuvers that may end deadlock 


Reported fron SAARBRUCKEN, 
PARIS and WASHINGTON 


The world is getting an unex- 
pected preview of the conflict among the 
major powers over Germany’s future. 

France’s action in throwing a ring 
of customs guards around the Saar is 
bringing out current differences in the 
views of the U.S., Britain, Russia and 
France concerning policy toward the 
former enemy country. 

Wrapped up in the discussion thus 
opened is the desire of the U.S. and 
Britain to save part of the billions of 
dollars being spent in Germany, and also 
to avoid creating tension which would 
require more billions for armaments. 

The conflicting views on Germany 
were to be debated only when the Coun- 
cil of Foreign Ministers meets in Moscow 
in March. This still is the schedule. But 
charges and countercharges coming from 
the four capitals now are bringing out 
the arguments to be used at Moscow. 

@ Curtain-raiser to the current fuss over 

occupational policy is the presence of 
‘1,200 French customs guards, walling off 
the Saar from the rest of Germany. They 
are backed up by military police who 
have orders to shoot if necessary to keep 
Germans from leaving or entering the 
Saar without permission of the French 
Military Government. 

More coal is what the French say they 
are seeking through this action. U.S.- 
British anxiety to reduce the costs of 
occupation in their zones has led Britain 
to save more Ruhr coal for Germany’s 
own industry. As a result, the French 
share has been cut by 385,000 tons a 
month since spring. Losses of U.S. ex- 
ports during strikes in America left the 
French shorter still. To meet the coal 
deficit in their planning, the French look 
to domestic production and to the Saar. 

Currently, 54 per cent of Saar produc- 
tion goes to the French zone of Germany, 
23 per cent to the U.S. zone, 21 per 
cent to France and 2 per cent to Luxem- 
bourg. Saar output is increasing steadily, 
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now reaching 65 per cent of prewar 
levels. Ruhr production under British 
management is barely 45 per cent of the 
prewar normal. 

To get more coal from the Saar, the 
French are giving German miners and 
their families more food. An _ under- 
ground worker's ration in the Saar now 
stands at 3,600 calories daily as com- 
pared to ordinary rations of 1,550 cal- 
ories in the U. S. and British zones under 
the recent merger of their economies. 

Greatest enemy of coal production in 
the Saar is the black market. Miners 
with access to large rations are sorely 
tempted to dispose of some part of their 
food for cash or extra clothing and for 
luxuries which have poured into the 


Saar from other parts of Germany.’ 


Holders of marks in the U. S. and British 
zones, where the occupation forces are 
using scrip, are sending cash to the Saar 
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LIEUT. GEN. KOENIG 
Set up Saarland customs wall... 


in the hope that sooner or later marks 
will be exchanged for French francs. 

The result is that much of the food 
French authorities had hoped would pro- 
duce more coal is slipping out of the Saar 
to black markets in cities as far away as 
Berlin: It is to halt this drain, according 
to Lieut. Gen. Joseph Pierre Koenig, 
French Military Governor, that the Saar 
has been cut off from the rest of Germany. 

A “super-Saar,” say critics of the 
French, is the real aim of Paris policy. 
The French have demanded annexation 
of the Saar. Both the U.S. and Britain 
support this aim. But Russia still opposes 
annexation and there are indications that 
the French version of what territory con- 
stitutes the Saar may differ widely from 
the U, S.-British idea. 

The area now locked behind a cus- 
toms barrier includes 79 Rhineland dis- 
tricts totaling more than 600 square miles 
joined to the Saarland last summer. 
They contribute workers to the Saar 
mines and factories, but were not consid- 
ered a part of the Saar after World War I. 

In recent municipal elections, 78 per 
cent of the Saar vote went to parties now 
favoring union with France. But the 
extra rations France offers are a real in- 
centive to voters. In 1935, when food 
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LIEUT. GEN. CLAY 
... calls Paris move “unilateral” 
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was not an issue, 90 per cent of the 
votes were for union with Germany. 

@ Reaction of the Big Four to the sepa- 
ration of the Saar from Germany shows 
the extent of the division over Germany. 

An American protest from Lieut. Gen. 
Lucius D. Clay, Deputy Military Gov- 
ernor of the U.S. zone, condemned the 
action of the French as “entirely unilat- 
eral.” He said he had no warning of the 
move of customs men into the Saar until 
the following day when he received the 
French notification. In Washington the 
State Department deferred comment. 

British approval of the Saar action 
came from the spokesman of the Foreign 
Office in London even as Clay was is- 
suing his statement. The British officials 
recalled that the Foreign Ministers’ 
Council in New York had been informed 
on December 9 that the French con- 
templated such a step to put an end to 
currency manipulation and the black 
market in the Saar. A section of the 
London press opposing the Labor Gov- 
ernment charged that Britain was ap- 
proving a “Saar grab.” 

Russia's opposition, expressed first over 
Radio Moscow, is being expanded by the 
Russian press to include condemnation 
of the British Government for tolerating 
France's “annexation of the Saar.” Gen- 
eral Clay's initial statement was pub- 
lished in full by the Russian press. 

The U.S. State Department has tem- 
pered Clay’s criticism by confirming that 
the Foreign Ministers had been given 
advance notice of the French move. It 
appears that Clay was not informed. But 
the Department also announced that it 
is studying another move by the French 
—removal of the Bosch electrical plant 
from German Wurttemberg into the Saar. 

The French reply to such ariticism 
has been limited to the statement that 
the distribution of coal from the Saar is 
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not to be affected by the customs bar- 
rier. Saar coal will continue to go to the 
U.S. zone, and other coal exports will 
remain under the direction of the Euro- 
pean Coal Organization. Nevertheless, as 
a result of the French action, the prob- 
able lineup of the powers at Moscow is 
becoming evident. 
@ The shift of the Big Four’s balance 
from the 3 to 1 vote on most discussions 
of the treaties with Italy and Axis satel- 
lites now is toward a 2 to 2 deadlock. 
Fear of a revived Germany is leading 
the French to drift toward the Russian 
point of view on German matters as the 


_ lesser of what Frenchmen consider two 


evils. Frenchmen, irrespective of po- 
litical parties, feel that the Russians, who 
like themselves suffered a German 
invasion, will not tolerate a strong Ger- 
many. For this reason, despite the surface 
differences between Russia and France 
over the Saar, there is every likelihood 
that France will side with Russia on many 
issues arising at Moscow. 

Desire for tax savings is leading the 
U.S. and Britain to demand a Germany 
unified both politically and economically. 

Russia agrees in principle. For this 
reason the Russians criticize the French 
separation of the Saar. But Russia’s reluc- 
tance to break down zonal barriers has 
led the U.S. and Britain to merge their 
own zones in economic union which be- 
came effective January 1. 

France does not agree. At Moscow 
the French will insist on annexation of 
the Saar and will ask that the Ruhr be 
administered separately from the rest of 
Germany. France will also appear as the 
champion of the Netherlands, Belgium 
and Luxembourg, who want to annex 
small portions of German territory to 
perfect their defenses. 

Desire for reparations is common to 
both Russia and France. Russia’s remov- 
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COAL AND IRON CENTER AT SAARBRUCKEN 
Will a “super-Saar” be developed if the French annexation claim is granted? 


als of equipment from her zone have 
been so heavy that industrial collapse of 
Eastern Germany is threatened. Both 
countries want to share in reparations 
from the current production of all Ger- 
many. In this desire may lie the key to 
an eventual compromise. 

Russia is withdrawing troops from 

Eastern Germany and from Poland, al- 
though the extent of these withdrawals 
is not yet clear. Russian-licensed news- 
papers in Berlin have been suggesting 
that Germans should get better housing 
and more food for more work. A revision 
of Russia's policy toward Germans seems 
imminent. 
@ Conclusions may be drawn on the 
probable outcome of the conflict only 
when the delegates of the four powers 
face each other at Moscow. 

On a united Germany, the prospect for 
agreement seems better than at any time 
since Potsdam, particularly if the United 
States and Great Britain are willing to 
concede some reparations from current 
production. 

Disagreement will come on what is to 
be done with the Germany thus united. 
Russia wants a Communist Germany and 
a big share of the Ruhr’s steel produc- 
tion. The U.S. would prefer a federated 
and democratic Germany. Britain’s Labor 
Government wants a Socialist Germany 
capable of acting as a buffer between 
Britain and Russia. 

The Saar basin probably will be 
handed over to France for annexation, 
although the Rhineland towns General 
Koenig added to the district are likely 
to be excluded. Russia’s opposition may 
be withdrawn if the United States is will- 
ing to permit Poland to keep the zone 
she now occupies in Eastern Germany. 
In exchange for the Saar, France is 
expected to scale down her repara- 
tions demands on Germany. 
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INDUSTRIAL RECO 


In their second postwar winter, the countries of Europe still 
are struggling toward recovery. Now, in 1947, may come the 
crisis months for many. There are indications that recovery may 
falter this year and, in some countries, may stall completely. Full 
restoration of industrial production has been achieved only along 
the northern rim of the Continent, and in Switzerland and Portu- 
gal. As the Worldgraph shows, France and Belgium are producing 
at about four fifths of 1939 levels. Poland manages to achieve a 
slightly lower rate- by counting in its economy the industries ac- 
quired in German Silesia. German industry, however, which 
formerly produced more than 40 per cent of all the finished 
goods manufactured in Europe, is operating at only a fraction 
of its prewar rate. 
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OVERY IN EUROPE 


The rate of industrial production does not, however, tell the 
full story of Europe's recovery problems. Living standards for 
most people are far lower than industrial figures indicate, because 
a considerable share of all output has to go into reconstruction 
and replacement of war damage. Now, new troubles threaten to 
impede the pace of Europe’s recovery. There is a lack of man 
power, and a lack of confidence. The creeping fear of war from 
without and governmental uncertainties within are undermining 
currencies, credit and private initiative in many countries. Armies, 
bureaucracies and inflation are eating away at available resources. 
As a consequence, 1947 may cause Europe to stumble. If credits 
from abroad should fall off, then the recent upward trend may be 


' checked and even reversed. 
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(It has been generally considered 
that the control of atomic energy 
must be the first step toward any ef- 
fective system for the regulation of 
armaments. Recent Russian pro- 
posals for a special disarmament com- 
mission and unresolved differences 
concerning the right of veto have 
reemphasized, however, the extreme 
difficulties of the problem. 

(With a view to clarifying the re- 
sulting rather confused situation, 
WORLD REPORT presents herewith 
a brief analysis of the principal fac- 
tors involved, and the developments 
which may reasonably be expected.) 


HE CHARTER of the United Nations 
4 pe written at San Francisco before 
the atomic bomb was revealed to the 
world at Hiroshima. The few repre- 
sentatives of the United States, Great 
Britain and Canada who knew of its 
existence could not disclose their know]- 
edge in drafting the Charter. 

In November 1945, Britain, Canada 
and the U.S. proposed that a commis- 
sion for the control of atomic energy 
be set up by the U.N. Russia agreed, 
and at the first meeting of the U.N. in 
January 1946, the Atomic Energy Com- 
mission was established under the Se- 
curity Council. This Commission, con- 
sisting of representatives of member 
states of the Security Council, plus Can- 
ada, after months of intensive study and 
debate, submitted, on December 31, a 
report which now is under consideration 
by the Security Council. 

Until quite recently, the work of the 
Commission was characterized by a 
deadlock over U.S. and Russian pro- 
posals, which differed on two basic 


ATOMIC DISARMAMENT 
AND THE VETO IN THE U.S. 


position that there must be no right of 
veto by a nation accused of violating 
the proposed Atomic Energy Treaty. 
Until December 30, Russia remained 
aloof from this debate, and Britain, 
France and Canada sought a compro- 
mise formula. On that day the. Russian 
representative made a strong speech 
reaffirming the Soviet support of the 
veto, while at the same time demand- 
ing prompt consideration of the over- 
all question of disarmament. 

The Commission’s report was adopted 
by a vote of 10 to 0, with Russia and 
Poland abstaining. This report em- 
bodied all essentials of the original 
United States proposals, including 
the controversial provision eliminating 
the right of veto in matters of atomic 
control. Thus the whole problem of 
establishing control of atomic energy 
for the moment rests with the Security 
Council. 

It is assumed that Russia will con- 
tinue her opposition to elimination of 
the veto. The form and extent of this 
opposition remain to be seen, but in 
view of their apparent agreement with 
the principles of the report, except as 
to the veto, the Russians may agree to 
the drafting of a treaty by the Atomic 
Energy Commission, while reserving 
their position on the veto until the 
treaty finally comes before the Council. 
In any case, the veto promises to be 
the crucial point in a series of long and 
difficult negotiations. 


THE OPPOSING VIEWS 


The case against the veto has been 
stated clearly and forcefully by Bernard 
Baruch, the U.S. spokesman. In doing 


unrestricted than the other processes 
established by the Charter for that 
purpose. 

Baruch points out that the U.S., in 
renouncing the bomb, would give up a 
unique and eriormous advantage, while 
asking no commitments from other na- 
tions that it was not willing to make 
itself. He considers that it will be pos- 
sible to punish or otherwise coerce any 
nation which attempts to violate the 
treaty. 

The case for maintaining the right 
of veto has not been so clearly stated 
by its principal proponent, Andrei 
Gromyko, Deputy Foreign Minister of 
Russia. Gromyko has avoided open de- 
bate and in his speech of December 30 
opposing the veto provision of the 
Commission's report, he said only that 
to eliminate the veto as regards atomic 
control would be to make a basic 
change in the U.N. Charter. The fact 
that the existence of the bomb was not 
generally known when the Charter was 
drafted was not mentioned. 

Russia's original proposal for out- 
lawing the bomb by general agreement 
without safeguards or measures of en- 
forcement has been interpreted by some 
as indicating a desire to destroy the 
U.S. advantage in atomic weapons, 
while leaving Russia free to violate the 
agreement at a later date, should it 
seem worth while to do so. 

The Soviet Union’s acceptance of the 
principle of effective international in- 
spection and control represents, on the 
other hand, a substantial concession 
from a closed state like Russia. It goes 
a long way to support the idea that Rus- 
sia is actually apprehensive about the 
atomic bomb remaining in U. S. hands, 


é points; namely, effective international so, he has had the strong support of and will go far in an effort to eliminate 
inspection and control and the right of the U.S. Government, and of nine what she considers a danger. 

) a nation. violating the treaty to veto ac- other members of the Commission. Not- Russia’s continued opposition to lift- 
) tion against itself. The first of these dif- withstanding the precedent established ing the veto in connection with enforce- 
? ferences apparently was resolved when by the veto provisions of the U.N. ment action by the Security Council 
? Russia, speaking in the United Na- Charter, he maintains that no nation, is not yet clearly understood. It fits 
( tions Assembly, supported the general having accepted a treaty, can have the in with Russia's record as a shrewd 
¢ disarmament resolution of December legal right to thwart enforcement of and tenacious bargainer, and with her 
( 14. This resolution, however, did not that treaty by its own veto. He main- deep concern for maintaining her status 
( change Russia’s position as regards the _ tains that atomic energy, as a potential as one of the two greatest powers, 
veto. threat to security, is in a different cate- whose demands always must be reck- 
) In the recent discussions in the gory than any other possible threats, oned with. 

? Atomic Energy Commission, the United and therefore must be controlled by The Russians must know, however, 
2 States stoutly maintained its original means more complete, definite and that whether or not they have a legal 
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Warning of Intended Aggression Is the Most 


veto against enforcement, they always 
will have an actual veto whenever it is 
considered worth while to resist such 
measures with force. 

But opinion on the question of the 
veto is not limited- to the opposing 
groups who have thus presented their 
arguments. There also are advocates 
of a position somewhere between the 
two extremes. It would seem that difh- 
culties concerning the veto have been 
magnified to some extent because as 
yet there is no treaty to which it can 
be related. 

The nations are arguing about .en- 
forcing something that doesn’t exist. It 
may well be that these veto troubles 
will dissipate as progress is made in 
drafting the treaty. 


THE TREATY IN PROSPECT 


Assuming that an Atomic Develop- 
ment Authority is to be the central 
agency for the control of atomic energy, 
that Authority must have clearly de- 
fined rights and responsibilities for the 
accomplishment of its objectives. 

The machinery of the Authority 
would have to operate under the United 
Nations on a world-wide basis, with- 
out restriction by local or hational law. 
Without such powers it would be use- 
less. There could be no veto right for 
ahy nation in the regulatory and con- 
trol operations of the Atomic Develop- 
ment Authority. 

The treaty, on the other hand, must 
make clear the limits of the power of 
the Authority. Not to do this would be 
to weaken its position by involving it 
in disputes with the Security Council 
or with individual nations, complications 
which in the long run would undermine 
its power and its effectiveness. 

The proponents of more extensive 
powers for the Authority recommend 
that it have the right to take punitive 
action against violators of the treaty, 
and maintain that no nation should have 
right of veto against such punitive ac- 
tion. If by punitive action is meant 
coercive action against a state, as dis- 
tinguished from normal regulatory 
penalties against an element of the con- 
trol system, it is difficult to reconcile 
this view with the practical realities. 


That Can Be Expected of International Control 


It is generally recognized that the 
military forces of the Security Council, 
when and if they become available, will 
be incapable of taking coercive action 
against either the United States or Rus- 
sia, or against any nations so associated 
with them as to move them to use their 
veto. If this is true as regards the 
Security Council, it would be even more 
certainly true as regards the Atomic 
Development Authority which would 
have no forces of its own, unless em- 
powered to employ the forces of the 
Security Council under some system 
of dual authority. 

Should a member state object to, or 
otherwise make an issue of measures 
proposed by the Authority under the 
treaty, it would seem that if the U. N. 
Charter means anything it would re- 
quire that such disputes go before the 
Security Council. Furthermore, when 
the dispute reached that body it would 
seem impossible to have a special set of 
rules for handling a dispute concerning 
the control of gtomic energy. A nation 
that deliberately violated its agreements 
concerning atomic energy almost cer- 
tainly would have embarked on a policy 
involving other threats to the peace. 

Such other threats automatically 
would come under the purview of the 
Security Council and would be so close- 
ly related to the violation of atomic con- 
trol as to be inseparable therefrom. The 
dispute would have to be handled in the 
Council under the basic rule of unanim- 
ity among ‘the great powers—in other 
words, under the veto, it is difficult to 
see how there could be a veto on action 
taken against a threat of guns, tanks and 
planes and no veto against a threat of 
making atomic bombs. 

The question would appear to reduce 
itself to a matter of there being no veto 
in the Authority in carrying out its re- 
sponsibilities under the treaty provided 
the treaty does not infringe on the re- 
sponsibilities of the Security Council. It 
would seem, however, that disputes con- 
cerning atomic energy, going beyond 
the field of the Authority, must come 
into the Security Council in the same 
status as would other disputes or threats 
to peace. 

Actually this concept is quite close 
to what the Russians apparently have 
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accepted in principle, in the recent dis- 
armament resolution of the U.N. As- 
sembly. To meet the Soviet position in 
this regard would require some modifi- 
cation of the U.S. proposals as repre- 
sented in the Commission’s report to the 
Security Council. By making this revi- 
sion, the U.S., in the opinion of many 
observers, would be giving up only a 
theoretical position which in practice 
will prove unattainable. 

Except for the question of the veto, 
there should be no insurmountable dif- 
ficulties in writing the treaty, provided 
the principle of effective inspection 
and control is really accepted and is not 
stultified by restrictions. 

The veto question must be solved 
either in the Council’s directive to the 
Commission, or by the Commission in 
writing the treaty, or by the Council 
when the treaty, less the veto question, 
is submitted to it by the Commission. 
It really makes little difference where 
it is solved, since, except for Canada, 
the national membership of both bodies 
is the same. 


THE POSSIBILITIES 


When all is said,and done, it would 
seem that the most the proposed treaty 
can accomplish in the field of security 
is to insure that ample warning is given 
in any case where a nation deliberately 
undertakes to develop atomic arma- 
ments in violation of the treaty. 

It is not to be expected, however, 
that progress toward the control of 
atomic energy will be rapid. The draft- 
ing of the treaty by the Commission, 
and its subsequent approval by the 
Security Council, will be a long, com- 
plicated and controversial task, and 
may take a year or more. Further ap- 
proval by the special meeting of the 
U.N. Assembly as provided for in its 
recent disarmament resolution, and in- 
dividual ratification by the several na- 
tions will require many additional 
months. An effective treaty for control 
of atomic energy can hardly be ex- 
pected before the middle of 1948. 

If and when such a treaty is at- 
tained, the process of doing so will have 
required a degree of co-operation on the 
part of the principal powers that will 
be the most promising indication yet of 
the possibility of attaining a world of 
peace and security. The solution of the 
problems involved in such a treaty will 
go far to point the road of progress to- 
ward the eventual regulation and con- 
trol of all forms of armaments. 
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‘SOFTER’ POLICY URGED 
FOR JAPAN’S INDUSTRY 


Occupation authorities advocate 
that controls be limited to steel 
and oil. Washington is cool to plan 


Reported from TOKYO 
and WASHINGTON 


A long-range plan for limiting 
Allied control over Japanese industry to 
steel and oil is being advocated by 
American occupation § authorities in 
Tokyo. 

Members of General of the Army 
Douglas MacArthur’s staff also are urg- 
ing much “softer” reparations than were 
recommended by Reparations Commis- 
sioner Edwin Pauley. They see little dan- 
ger that Japan will rebuild a threatening 
war industry and feel that the defeated 
nation’s economy should be restored suf- 
ficiently to pay the immense occupation 
bill that now is being borne largely by 
the American taxpayer. 

Joseph Fromm, staff correspondent for 
World Report, says in a wireles dispatch 
from Tokyo that many U. S. officials there 
now are urging Washington to adopt a 
completely new approach to the repara- 
tions question. 

“These officials,” says Fromm, “feel 
that there is no need to limit the develop- 
ment of any of Japan’s industries, with the 
exception of steel and petroleum. They 
contend that Japan could not rebuild her 
war industries as long as these essential 
materials were controlled.” 

The plan would be a peacetime appli- 

cation of a wartime strategy. A goal of 
strategic bombing was to dry up war 
industries by knocking out their basic 
sources of steel and oil. 
@ Steel production, occupation  au- 
thorities explain, could be controlled with 
a comparatively small inspection force 
that would merely make a statistical check 
on domestic production as well as im- 
ports. War cannot be waged without steel, 
and it is proposed to limit Japan’s output 
to such a small amount that every avail- 
able pound would have to be used for 
civilian needs if Japan intends to build a 
healthy peacetime economy. 

The preliminary plan, which has been 
sent to Washington, would allow Japan 
about 3,000,000 tons of steel annually. 
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This is 50 per cent of prewar production 
but double the amount recommended in 
Pauley's final report. 

Railroads, under the new plan, would 
get more steel for rehabilitation. Occupa- 
tion authorities are concerned over the in- 
adequacy of the existing railway system, 
which they consider vital for the collec- 
tion and distribution of foodstuffs. 

Pauley would limit production of loco- 
motives to 22 a year. The Japanese argue 
this would not replace annual losses in 
worn out and damaged equipment. Too, 
he would remove as reparations 65 per 
cent of the locomotive industry and 40 
per cent of the equipment for construc- 
tion of passenger, freight and electric cars. 

Shipbuilding, if emphasized under the 
proposed plan, could be developed on 
a larger scale than now. At the present 
time, Japan cannot build ships of more 
than 5,000 tons, and most Allied powers 
want to keep her out of the world ship- 
ping industry. 

Sponsors of the plan point out that, as 
long as steel output is controlled, Japan 
could never regain her prewar position 
of having one of the world’s largest mer- 
chant marines. 

Pauley advocates a merchant marine of 
1,500,000 tons of steel vessels, none ex- 
ceeding 5,000 tons in weight or a speed 
of 12 knots. Japan has 114 ships of 5,000 
tons or more each, totaling 869,000 tons, 
which Allied nations hope to obtain from 
Japan as reparations. In addition, 30 
private and naval shipyards have been 
earmarked for reparations. 

In contrast, General MacArthur re- 
cently asked Washington to lift the 
weight limit on Japanese shipbuilding so 
that floating canneries could be built to 
revive her fishing industry. 

Several other industries need steel]. Un- 
der the proposed control plan they could 
petition the Government for a shade of 
the annual allocation of 3,000,000 tons. 
Japan, which would like to revive her 
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automobile industry, dislikes the prospect ° 


of having to import all ball bearings, as 
suggested by the Pauley report. Steel 
also provides equipment for generating 
electricity, running smelters and increas- 
ing the output of chemical, textile and 
ceramic industries, which will be neces- 
sary to sustain Japan's peacetime econ- 
omy. 

@ Oil production would be easier to 
control than steel, because Japan is de- 
pendent on imports for virtually all her 
oil. The proposed plan would allow the 
Japanese approximately 40,000 tons of 
petroleum daily, which would barely take 
care of urgent domestic needs. 

All synthetic oil plants, with the ex- 
ception of five that are related to the pro- 
duction of commercial fertilizer, have 
been designated by the Pauley report for 
removal from Japan. 

@ Opposition to the proposed controls 
on oil and steel is expected from virtually 
all the Allied nations that helped defeat 
Japan. Main objection is that the plan 
provides for no control over allocations of 
steel and oil to the various industries, 
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STEEL: KEY TO JAPAN'S INDUSTRY 


and, as a result, the Japanese may be 
tempted to favor war industries or to re- 
build world markets at-the expense of do- 
mestic needs. 

Advocates of the program to control 
steel and oil argue, however, that peace- 
time industries would need so much of 
these vital products that prospective war 
industries would receive nothing. 

Washington’s attitude toward the plan 
is one of coolness. There is official con- 
cern that it may lead to revival of Japan’s 
“cutthroat” tactics in trade. 

Other nations covet a slice of Japan’s 
once lucrative commerce. Australia, as an 
example, wants some of her wool textile 
trade, India is out to get a portion of 
Japan’s prewar business in cotton textiles, 
and several nations, including the United 
States, want some of her former shipping 
revenues. 

Considerable skepticism also is being 
displayed in Allied circles in Tokyo over 
Japan’s recent public demands for Iess 
severe reparations. Trade experts argue 
that a firm limit should be placed on 
Japan’s industrial capacity, along the 
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lines of the Pauley plan, until the Japa- 
nese prove that they actually desire to 
develop their home markets and are not 
intent on resuming their role as pirates 
of world trade. 

Japan pleads for mercy, but at the 
same time she is making what occupation 
authorities suspect is a deliberate effort 
to obstruct the reparations program. Sev- 
eral months ago, General MacArthur 
ordered the Government to see that 
plants marked for removal were gradually 
eliminated from the national economy. 
However, some of these plants, instead of 
gradually closing down, actually are 
boosting production. The Japanese, by 
keeping these plants in production, pre- 
sumably hope to persuade occupation 
officials to pass them up, when actual 
removals begin, by arguing that their loss 
would cause an economic crisis. 

Current production is taking up sub- 
stantially less than half the industrial 
capacity the country would be allowed 
to retain under the Pauley formula, and 
it now appears unlikely that Japan will 
be able to utilize it at all for several years. 
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: Allies must decide whether limiting Japanese steel output will prevent war production 


As an example, Japan now has more than 
1,000,000 spindles in workable condi- 
tion, and many of them are idle even 
though the U. S. supplied her raw cotton 
for manufacture into finished products. 
The Pauley report authorizes her 3,000,- 
000 spindles, but the Japanese press and 
Government officials are clamoring for a 
larger textile industry. 

The question of Japanese reparations 
will become an increasingly delicate in- 
ternational issue in the future. The U. S. 
Government knows it will be subjected 
to criticism for advocating a softer repara- 
tions policy because most of the other 
Allied nations that helped defeat Japan 
are out to get as much as possible. The 
U. S. however, will go ahead and force a 
break in the reparations deadlock that 
now is going into its sixteenth month. Na- 
tions such as China, the Philippines and 
Korea, which suffered the most at the 
hands of the Japanese will get some of 
Japan’s industries to rebuild their war- 
wrecked economies, but no nation will 
receive reparations of the size it originally 
expected. 
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WORLD PREPARES FOR SHOWDOWN 
ON ECONOMIC DISARMAMENT 


Other nations may not give up their 
restraints on trade if U.S. refuses 
to drop barriers to goods from abroad 


” 


The world is considering eco- 
nomic disarmament. A code of rules is 
being devised to govern world trade and 
gradually to do away with the armament 
of trade warfare—quotas, embargoes, 
preferences, subsidies and the like. 

The new rules are embodied in 
a proposed charter for an International 
Trade Organization. This still has to be 
accepted by governments of trading 
countries. But experts representing 18 
countries already have approved its gen- 
eral principles. 

If no hitches develop, the char- 
ter will be submitted to a world confer- 
ence on trade next autumn, and an Inter- 
national Trade Organization will be set 
up during 1948 to administer the rules. 
Any application of the new rules, thus, is 
at least a year off. 

Americans will have an opportunity to 
discuss these proposed rules with Gov- 
ernment officials in a series of public hear- 
ings to be held in six U.S. cities starting 
February 25. 

The general framework of the ITO 
and the charter is largely American in de- 
sign. At the trade meeting of 18 coun- 
tries in London last autumn, however, 
experts of other countries inserted several 
new ideas and a number of exceptions to 
the general rules to safeguard countries 
now struggling with unusual problems. 
q U.S. aims, in general, are freer trade 
and equality of treatment for all. Other 
countries favor these ultimate goals but 
are seriously concerned about trade condi- 
tions in the next few years. They are 
particularly anxious about the level of 
U.S. business and imports. 

If depression hits and the U.S. does 
not buy an adequate share of the world’s 
goods, other countries may be forced to 
prolong or re-establish quotas on imports 
and other restrictions to prevent a crip- 
pling outflow of gold or dollars. 

It was due to this underlying fear that 
escape clauses were inserted in the char- 
ter. The U.S. delegation was forced to 
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accept them or abandon its whole scheme. 

The U.S. delegation, headed by Clair 
Wilcox of the State Department, is able 
to point out, nevertheless, that the final 
product, in broad outline, is not far differ- 
ent than the original U. S. proposal. 

@ The main outlines of the charter cover 
virtually everything affecting interna- 
tional trade—employment and industrial- 
ization policies, tariffs, subsidies, com- 
modity agreements, cartels. On most of 
these matters, there is division of opinion 
among major countries. The compromises 
reached at London may not be accepted 
by all governments. 

Employment. On the insistence of the 
Australian and British delegations, it was 
agreed that maintenance of employment 
and a high demand for goods should be 
declared an international objective. How- 
ever, governments are left free to choose 
measures to this end, provided they are 
in the spirit of the charter. 
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CLAIR WILCOX 
Chief of U. S. delegation to ITO 


No affirmative program of international 
action on employment seems to be en- 
visaged. Each country will act independ- 
ently to prevent slumps. 

Any stronger expression probably 
would have been unacceptable to the 
new U.S. Congress. 

Industrialization. India, Brazil, China 
and a host of other underindustrialized 
countries wanted their special problem 
recognized. 

It was finally agreed that member 
countries of the ITO would promote 
their own development and would not 
restrain exports of capital and equipment 
needed for industrializing other countries. 
Nor should underindustrialized countries 
discriminate against investors from 
abroad. 

It was recognized, moreover, that gov- 
ernments might have to give special as- 
sistance and protection to infant indus- 
tries. But the ITO would have. to approve 
any restrictive measures of protection, 
such as import quotas, affecting other 
lands. 

This section is not completely to the lik- 
ing of Britain or other Western European 
countries whose industrial plants suffered 
much war damage. They believe the un- 
derindustrialized countries did well dur- 
ing the war and strengthened their finan- 
cial position. Their need for a special 
crutch is questioned. 

Tariffs and preferences. The U. S. pro- 
posed substantial reduction of tariffs and 
elimination of preferences. The other 
countries agreed, but with misgivings. 

Preferential rates are prevalent, espe- 
cially among countries of the British Em- 
pire. They tend to restrict imports from 
non-Empire sources. The immediate aim 
of the U.S. is not so much to eliminate 
preferential rates as to reduce them so 
that they no longer discriminate against 
outside countries. 

The 18 countries at the London meet- 
ing agreed,to open negotiations at Geneva 
April 8 on the reduction of tariffs and 
preferential rates. 

Indications are that, if the U.S. is not 
prepared to make substantial concessions 


in its import tariffs at the Geneva meet- 


ing, the other countries not only will re- 
fuse to make similar concessions but also 
may refuse to accept many other provi- 
sions of the trade charter. 


BALED IN ALABAMA 
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Elimination of export subsidies would put U.S. cotton on its own to compete in world markets 


The election of a new Congress in the 
U.S. may have lessened the chances that 
the U.S. will offer to make big cuts 
in tariffs. The article on page 16 goes 
into this situation more fully. 

Quantitative restrictions. The charter 
eliminates quotas and embargoes on 
either imports or exports, except under 
certain circumstances. 

This was the most difficult issue at 
London. The U.S. tried to define nar- 
rowly the exceptions under which such 
restrictions, now widely used, would be 
allowed. Other countries were in favor 
of fairly broad exceptions. 

The most important exception agreed 
upon was that countries may restrict the 
quantity or value of imports to safe- 
guard their balance of payments and 
monetary reserves. Under present cir- 
cumstances, this exception would be used 
widely. 

The ITO and the International Mone- 
tary Fund can be consulted about such 
restrictions, however. If advice of these 
institutions is not followed, the offending 
country may lose the tariff concessions 
expected to result from the charter. 

Other exceptions are allowed, most of 
them the result of difficulties relating to 
postwar reconstruction or currency scar- 
cities. 

All in all, this section, with its loop- 
holes, probably is less satisfactory from 
the U.S. standpoint than any other. 

Subsidies affecting world trade are lim- 
ited. Export subsidies, in general, are to 
be eliminated, with some exceptions. 

The export subsidy on U.S. cotton 


apparently must cease under the terms 
of the charter. This subsidy of 4 cents a 
pound allows cotton to be sold for export 
at prices lower than the domestic quo- 
tation. The resultant ability of the U. S. 
to undersell Brazilian and other cottons 
in the world market has long caused 
controversy. 

The Australians and New Zealanders 

had inserted in this section an exception 
for operations intended to stabilize do- 
mestic prices. This allows subsidies that 
sometimes, but not always, result in 
export prices below domestic ones. 
@) State trading enterprises must be 
operated in a nondiscriminatory manner. 
Just what is meant is not defined exactly. 
The wording is so loose that there prob- 
ably will continue to be periodic ex- 
changes of notes between the British 
and U.S. governments on the subject of 
bulk purchasing. Some of these long- 
term contracts of the British Govern- 
ment, such as the deal on Canadian 
wheat, are considered discriminatory by 
the U.S. Some are not. 

Since Russia was not represented at 
London, complete state monopolies were 
not discussed. 

Business practices. The U.S. experts 
in London proposed what amounted to 
an international extension of the U.S. 
antitrust laws. Certain practices of busi- 
ness cartels and combines, including price 
fixing, allocation of markets, production 
limitations, were to be presumed harm- 
ful on sight and stamped out. 

The Dutch and the Belgians partic- 
ularly were taken aback by this position. 


Some of these practices have been con- 
doned in the past in Europe. There has 
even been government participation. 

It was finally agreed that, when such 
practices prove harmful to international 
trade, remedial action should be taken 
through the ITO. Each case is to be 
judged on its merits. 

Commodity agreements are to be al- 
lowed between governments when a bur- 
densome surplus develops. Such agree- 
ments would be limited initially to five- 
year periods. During this time, attempts 
would be made to increase consumption 
of the product and to concentrate produc- 
tion in most efficient areas. Such agree- 
ments must provide adequate supplies to 
meet world demand at reasonable prices. 

In such agreements, consuming and 
producing countries must have equal 
voice. Consumers had no real voice in the 
tin and rubber cartels before the war. 

All these provisions were part of the 
U.S. proposals. 

The British insisted upon including 
price stabilization among the objectives 
of commodity agreements. A major aim 
of Britain’s colonial policy is to stabilize 


prices to growers. 


@ Hurdles ahead. The charter still has 
to be approved by participating govern- 
ments. This will take many months. 
Eventual approval, is expected, however, 
provided the U.S. is willing to grant 
substantial cuts in tariffs. If, for political 
or other reasons, this is not possible, the 
ITO may die or may be reduced to a 
meaningless shell. The issue is as clear 
as that. 
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HE LEAST controversial matter in U. S. 
T world policy to come before the new 
U.S. Congress is the fitness of Warren 
Austin to speak for his country in the 
United Nations. Almost without excep- 
tion, his fellow Republicans and Demo- 


crats as well feel that the slow-spoken 


Vermont lawyer is an ideal spokesman for 
the U.S. in the world forum. 

Such unanimous support from both 

major parties in Congress is a source of 
pride to Warren Austin, for it fits his 
conception of his job as chief U.S. dele- 
gate to the United Nations Security Coun- 
cil and General Assembly. Though Austin 
is a Republican by virtue of his Vermont 
birthright and was an effective opponent 
of many domestic measures of the Demo- 
crats, he believes that world policy is not 
a matter for party politics. In prewar 
days, he went further than the majority 
in Congress in urging that the U. S. pre- 
pare for war. During the conflict, he was 
a leader in the planning for international 
action to restore and maintain the peace. 
Now that the hostilities are over, Austin 
plans to devote the rest of his time to en- 
suring that Americans, despite their po- 
litical differences at home, will speak with 
one voice on world affairs. 
@ Perfection his goal. For the former 
Senator turned world statesman, the 
search for unanimity also goes beyond na- 
tional boundaries. In the U. N.. as in the 
U.S. Senate, Austin does not shrink from 
an argument when it arises. But Austin is 
no lover of controversy for its own sake. 
If he has his way, the United Nations 
one day will speak unanimously on world 
matters. Austin is certain that, if two po- 
litical parties in his own country can find 
a common meeting ground on interna- 
tional policy, two political blocs in the 
United Nations eventually can find a 
similar area of agreement. If he were not 
sure of it, he would never have accepted 
his present job. . 

“Perfection alone is invulnerable” is the 
saying that Austin most likes to quote to 
his colleagues during difficult moments at 
Lake Success. He regards the motto not 
as an excuse for compromise, but as an 
injunction to reach perfection. Steeped 
from early youth in the Bible, the U.S. 
Constitution, the Declaration of Inde- 
pendence and other timeless documents, 
Austin really believes that perfection is 
just around the corner and that it can be 
attained. 

When Austin left the Senate last sum- 
mer to take up on a part-time basis the 
U.N. work that is now his full-time oc- 
cupation, he phrased thoughts that reveal 
his approach to the task: 
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AUSTIN: Seeks World Unity 
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CHAIN-SMOKER AUSTIN 
Perfection is his motto 


“I realize the responsibility I am as- 
suming,” he said. “I have some idea of 
the difficulties that are about to confront 
me; but I assure you that I go with such 
determination to work for the cause, and 
such will to throw everything I have and 
that God may give me in the future into 
that cause, that I fear it not.” 

The humility and faith implicit in these 
words are the warp and woof of Austin’s 
character, woven into his personality by 
his early years in Vermont. 

@ Vermont to the U.N. Austin traces 
his ancestry back to the Green Mountain 
boys who fought in the American Revolu- 
tion under Ethan Allen. His father was a 
self-taught country lawyer who gave his 
sons a respect for Christianity and the law 
and a love of the outdoors. To this day, 
Warren Austin relaxes by working in an 
orchard where he perpetuates rare strains 
of American apples. 

Thirty years as a New England lawyer 
prepared Austin for.a national role in the 
Senate. He gained sectional fame for his 
handling of a boundary dispute between 
Vermont and New Hampshire, became 
State’s attorney for his county and mayor 
of his home town of St. Albans. In 1916, 
he went to China as a representative of 
U.S. firms to negotiate loans to the Chi- 
nese.Government. As a result of this trip, 
he gets along particularly well with Chi- 
nese diplomats at the U.N. His greatest 
fame locally came from a victory in an 
alienation case in New England, in which 
Austin won the largest damages ever se- 
cured in such a suit and then persuaded 


the woman who was client to accept less 
than half the amount awarded by the 
courts. 

In 1931, a Senate seat for Vermont be- 
came vacant and Austin was persuaded to 
run for it, though he had held no elective 
office higher than that of mayor. He was 
re-elected to the Senate in 1934 and again 
in 1940. 

A conservative in domestic matters, 
Austin fought the Tennessee Valley Au- 
thority, President Roosevelt’s reorganiza- 
tion proposal for the U. S. Supreme Court, 
Government reformation, “pump prim- 
ing,” and the abolition of tax-exempt 
securities. 

In world affairs, however, Austin was 
way out ahead of the national trend. He 
defended U.S. plane sales to France in 
1939 and the cash-carry plan. As war ap- 
proached, he backed Wendell Willkie for 
the presidential nomination. As early as 
1937, he had favored sanctions against 
Japan. He asked that Britain define her 
peace aims even before the U. S. entered 
the war. He was one of the first Senators 
to urge that the U.S, join an organiza- 
tion for world peace and then took a key 
part in the planning in Washington that 
led to the United Nations. A firm be- 
liever in military preparedness, as the 
handmaiden of peace efforts, he spon- 
sored a national service bill that never 
became law. 

Service in the Senate, much of the time 
as a member of the Foreign Relations 
Committee, gave Austin an opportunity to 
learn world conditions at first hand. In 
1937, he traveled to Palestine and re- 
turned a critic of the British administra- 
tion there. He also visited Puerto Rico 
and the Philippine Islands in an official 
capacity. His most important service to 
the country in world affairs, before he 
went to the U. N., was at the Chapultepec 
Conference of American republics in the 
winter of 1945. He was largely respon- 
sible for getting the Conference to agree 
on the plan that was adopted unani- 
mously as the Act of Chapultepec. Ever 
since, he has been regarded warmly by 
Latin-American diplomats. 

His promotion to a world role came 
when Edward Stettinius stepped out as 
chief U. S. delegate to the United Nations. 
President Truman selected Austin for the 
job, a choice that was acclaimed by all 
sections of American opinion, Now that 
his Senate term has expired, Austin be- 
comes a full-time American representa- 
tive, at a salary of $20,000 a year. 

@ Legal approach. Austin’s legal back- 
ground dominates his manner at the U. N. 
When a belligerent speech by Russian 


Foreign Minister Molotov excited most 
other delegates, Austin sat calmly taking 
closely written notes on a sheet of paper 
carefully folded in four. When Molotov 
finished speaking, Austin’s notes con- 
tained every Russian remark that held out 
hope for continued co-operation. He is 
careful to see that the Russians get ad- 
vance copies of his speeches. Austin’s 
speeches are dry, constructed like a legal 
brief, but there are occasional purple pas- 
sages that bring blushes to career diplo- 
mats, After a sharp verbal tilt in commit- 


tee, he usually shakes hands with his 
opponent like an attorney at the close of 
a court argument. 

Approaching 70 years of age, Austin 
can work until 2 a. m. when necessary. 
He drinks little and eats frugally but is a 
chain smoker of cigars. 

Warren Austin brings to the U.N. the 
granite realism of his native Vermont, 
leavened with New England idealism. It 
is a combination upon which his country- 
men now will rely to persuade the United 
Nations to the U. S. view. 


HO CHIN MINH: Challenges France 


| sega POSITION as a world power is 
at stake in the fighting in Indochina. 
This is clear to the President of the Viet 
Nam Republic, a wisp of an Oriental now 
calling himself Ho Chin Minh (pro- 
nounced min.). 

To win independence for 20,000,000 
Annamites of Indochina without forcing 
France to lose more “face” in Southeast 
Asia, Ho plans to follow a policy ex- 
pressed in the name he has chosen. 
Ho Chin Minh means “enlightened per- 
severance.” 

Somewhere in Indochina, Ho is en- 
gaged in the greatest battle of a career 
approaching legend. He does not expect 
final victory by warfare. He knows that 
80,000, or even 150,000 armed. Annam- 
ites stand little chance against 75,000 
French soldiers with tanks, planes and 
experienced officers. 

@ The gamble Ho is taking in the 
strange war that began in earnest just 
before Christmas is that sooner or later 
his Government and the French can find 
a formula for the independence of the 
major part of Indochina. Viet Nam— 
literally, “the Country of the People of 
the South”—already is recognized as the 
native government of Tonkin and An- 
nam, the eastern provinces of Indochina. 

Ho wants more than symbolic auto- 
nomy within the French Union, a scheme 
for organizing semiautonomous states un- 
der French leadership. He wants Viet 
Nam to manage its own world affairs; he 
wants a membership for his country in the 
United Nations; he wants its borders to 
embrace the rich province of Cochin- 
China, to the south. Ho wants real inde- 
pendence for the Annamites who con- 
stitute 75 per cent of the population of 
Indochina. 

For France, the stakes involved in 
these demands go far beyond the wealth 
of rice, rubber, sugar and coffee now 
produced there, beyond even the barely 
tapped resources of coal, tin and zinc. 
France is fighting to hold a 400-year-old 
empire ‘of 71,000,000 people. 

When France was overrun by the Ger- 
man armies, she lost prestige among the 
Moslems of North Africa. When officials 
of the Vichy regime in Indochina colla- 
borated with the Japanese, leaving re- 


sistance to the Annamites, France lost 
“face” in Southeast Asia. Now, with the 
world watching Indochina, France’s em- 
pire may fall away unless, by force or by 
negotiation, she can hold some control 
over the Annamites. 

Frenchmen, divided on many things 
since liberation, agree that the challenge 
in Indochina must be met. Unity goes 
back to a telegram sent by Ho Chin Minh 
to Maurice Thorez, leader of French 
Communists, asking his support for Viet 
Nam’s complete independence. Gen. 
Charles de Gaulle, then Provisional Presi- 
dent of France, was informed of Ho’s 
request. 

The Communists now are the strongest 
party in France because they attract 
Frenchmen who are not Communists. 
With an eye on these votes, Thorez 
promised De Gaulle to reject Ho’s plea. 
Together with other parties, the French 
Communists agreed only to give Viet 
Nam “independence within the French 
Union.” A treaty to this end was signed 
in March. 

French troops, French customs agents 
and French governors remained in Indo- 
china. The Annamites grew restless. 
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~intetaciionl ‘ 
PRESIDENT OF VIET NAM 
Known as “enlightened perseverance” 


Flanked by his young aides, to whom he 
is more of a god than a leader, the white- 
haired and dark-bearded Ho went to 
Paris last summer. He found France in a 
state of transition. The French Union was 
not yet formed. Nobody had the authority 
to do business; all advised him to wait. 

For Ho, French politics held few mys- 
teries, but he knew the danger of wait- 
ing. After two months, he took the best 
he could get—an agreement permitting 
political activity in Cochin-China in 
anticipation of a plebiscite there. 

Back in Viet Nam, Ho’s followers were 
preparing to fight for freedom. Japanese 
officers still in Indochina were used to 
train young Annamites who had fought 
the Japanese while French officials col- 
laborated with the invaders. On the 
French side, thousands of Germans, many 
of them former Nazis, patrolled the 
streets in the uniform of the Foreign 
Legion. 

Ho counseled patience, but when he 

was overruled he cast his lot with his 
people. In November and early Decem- 
ber, clashes were frequent. Both the 
French and the Viet Nam forces far ex- 
ceeded the limits of 15,000 and 10,000 
troops respectively set by the March 
agreement. Full-scale war came before 
Christmas Day. 
@ Indochina’s leader is a frail man of 
56 who has spent a quarter of his adult 
life in prisons of Siam, China and Indo- 
china. His father, a minor official in the 
Government of the Annamite Emperor, 
was jailed for political activity in 191T. 
The son, then 21, took the first of his 
many aliases, Nguyen Ai-quoc, meaning 
“The Patriot,” and slipped away to 
France as a Sailor. 

Friends recall Ho’s life in Paris as evi- 
dence of his devotion to Annamite free- 
dom. He went to university classes by 
day; worked as a photo retoucher at 
night. Paris Socialists found him such an 
expert on colonial matters that he was 
chosen to speak on the subject at a So- 
cialist Congress in Tours in 1920. 

Enemies remember that Ho spent the 
next seven years in Moscow, studying 
Communist methods of revolution. He 
denies that he is a member of the Com- 
munist Party. 

Annamese boast that their leader 
slipped in and out of Indochina many 
times through ‘he years. After the Japa- 
nese puppet, Emperor Bao Dai, was 
overthrown in the autumn of 1945, Ho 
emerged as the leader of the Annamites. 
He became President of Viet Nam in 
general elections held in Tonkin and 
Annam a year ago. 

The future of Annamite independence 
now seems to depend on Ho. If he can 
persuade both his followers and the 
French to adopt a face-saving compro- 
mise, the Viet Nam Republic may sur- 
vive. If fighting continues, Viet Nam may 
lose even limited independence as France 
fights to hold her empire. 
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JAPAN’S WAR CRIMINALS 


In the auditorium of the War Min- 
istry in Tokyo, Japan’s leaders of 
yesterday now sit as criminals under 

uard and on trial. Soon, in the same 

building where they plotted the war, 
they will hear judgment pronounced 
upon them. 

For 17 years the military and bureau- 
cratic benilons of Japan met there to plot 
the conquests of East Asia and the 
Pacific and Indian Ocean areas. For 
seven months the same men have sat in 
the prisoner’s dock, erected in the same 
room, listening to the story of their 
crimes against the peace and against 
humanity. The accused are shown at 
the extreme left of the picture at the 
right. 

The prosecution in the International 
Military Tribunal for the Far East has 
completed its case against 27 major war 
criminals. When the defense has been 
presented, judgment will be passed by 
11 judges from 11 Allied nations. 


On June 3 the defendants, 16 former 
admirals and generals, the rest civilians, 
heard the prosecution outline its case, 
accusing not the State, but individuals 
in control of the State, of violating 
treaties and of waging aggressive war. 
It was these individuals, the prosecu- 
tors charge, who had declared war on 
civilization by murdering or subju- 
gating millions of persons, by an- 
nihilating children and the aged, by 
obliterating whole communities. It was 
these individuals, says the prosecution, 
who had conspired for Japanese dom- 
ination. 

The evidence that followed traced 
the course of the plot and its execution 
up to the date of the Japanese sur- 
render. Now that the case 1s complete, 
the story of Japan’s aggressions may be 
reviewed. The pictures below and on 
the following pages give the highlights 
of the evidence presented in the Tokyo 
war crimes trials. 





—Black Star 





EDUCATION, beginning with kindergarten children in military trappings, laid 
the foundation for Japan’s adventure in world conquest. A long procession of 
Japanese professors and schoolmasters took the witness stand to tell of the Army’s 
control of education. The racial superiority of the Japanese, the citizen’s supreme 
duty to the Emperor, and glorification of the military life and of death in battle 
were favorite themes of the Nipponese militarists and were taught in the schools. 


MILITARY CONTROL of of- 
ficials and agencies of the Japa- 
nese Government was maintained 
with the aid of threats and as- 
sassinations. February 1936, when 
these troops were called out to 
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—International 
protect the Army General Staff in Tokyo, 
marked the climax of five years of such 
murders. Young officers killed three mem- 
bers of the Cabinet on that occasion, win- 
ning plaudits of their superiors for 
such direct action against antimilitarists. 


FORTIFICATION of outlying territory and building up of military strength at 
home preoccupied Japan’s war lords for decades. These warehouses and base 
installations at Truk had only war utility and were in direct violation of the 
League of Nations mandate under which Japan held the islands. Trial witnesses 
testified that even the Japanese Cabinet itself could not inquire into actions by the 
military clique that held dictatorial authority, and whose leaders are now cn trial. 
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—Acme 
AGGRESSION began when the Army seized upon the “Mukden Incident” as 
an excuse to invade and overrun Manchuria in 1931. Witnesses testified that the 
incident itself was engineered by Japanese officers. Henry Pu Yi testified he was 
a puppet placed on the throne of Manchukuo by the Japanese, and that 
the Japanese generals shown flanking him at the luncheon table pulled the 
strings. Industrial exploitation of Manchuria built up Japan’s potential for war. 


—Acme 
TWO-FACED DIPLOMACY was the theme of testimony from former U. S. 
Secretary of State Hull, read at the trial. Such diplomacy began in 1931, cul- 
minated in 1941. Ambassador Kichisaburu Nomura (left) and Special Envoy 
Saburu Kurusu gave this smiling interview to American reporters less than 
two days before the Pearl Harbor attack—‘‘a day that will live in 
infamy.” Nomura had asked to be relieved from his “hypocritical” job. 
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CRIMES AGAINST HUMANITY 
came to @ peak after the Japanese, in 1937, 
using a clash at the Marco Polo Bridge 
near Peiping as they had the ‘““Mukden 
incident” six years earlier, attacked 
China. This scene of air-raid victims in 


WORLD CONQUEST became Japan’s 
openly declared goal after she struck with- 
out warning at Pearl Harbor on Dec. 7, 
1941. The trial record lists the quick suc- 
cession of blows delivered by — 


arms thereafter: Hong Kong and Shang- 





—Wide World 
Chungking shows the pattern of the “‘civi- 
lization” Japan brought to China. Alleged 
crimes range from mass rape and wholesale 
machine-gunning of civilians to the use of 
poison gas and the systematic corruption 


- of the populace through sale of dope. 


U.S. Navy : 
hai, Kota Bharu and the sweep down the 
Malay Peninsula, Burma, sie and 
Luzon in the Philippines. The Japanese 
leaders “plotted war, forced the Japa- 
nese people into war, and thereafter mis- 
treated prisoners and subject populations.” 


os 





—International 
GANGSTER CONSPIRACY with the Nazi and Fascist regimes in Europe is 
charged against the Japanese defendants. Yosuke Matsuoka, one of those in- 
dicted, has since died. He was Foreign Minister when he shook hands with Hitler, 
after presenting a gift during this visit to Berlin in 1941. Russian charges specify 
that the real purpose of the visit was to perfect plans for joint aggression and 
blueprints for dividing the world after its conquest had been carried out. 
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UNDECLARED WAR carried the modern engines of destruction into the 
primitive land of the Pacific. The charges list a long series of treaties and agree- 
ments which were violated without warning as the Japanese tide swept forward. It 
swept into French Indochina, Siam and India, across the whole of the Dutch East 
Indies, lapped up Portuguese Timor and Australian New Guinea. In addition, 
general treaties involving Russia, New Zealand and Canada were violated. 
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WAR CRIMES: The death march from Bataan was 
but one of the countless charges of abuse of prisoners. 
Testimony of Japanese as well as of their victims de- 
scribed acts of barbarity in prison camps and among 
civilian populations. Session after session of the trial 
was taken up with the harrowing accounts. One of the 


BELATED JUSTICE now confronts the 27 war crim- 
inals, seated in the upper two rows of the prisoner’s 
box in courtroom. The captives at the top of the page, 
both those who survived and those who died, are the 
accusers. The dictators of wartime Japan are the de- 
fendants. In the Orient, where it is of first importance to 


38 ¢ WORLD REPORT 


= 


pa 


—Acme 
nice touches of sadism related was that of the Japanese 
surgeon who refused anesthetics to an injured British 
aviator whose leg was being amputated. The aviator 
was promised morphine ‘only if he would reveal 
military information. The Tokyo defendants are charged 
with sanctioning such mistreatment of prisoners. 
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—International 
save “face,” they have lost “face” even before they are 
judged and sentenced as common criminals. In Japan, 
where by their own militaristic code disho..ur and dis- 
grace are far worse than death, they are dishonored and 
disgraced even before their legal punishment is deter- 
mined. They are on trial before the nations of the world. 
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Return of elephant tusks to London market 
revives trade in billiard balls and buttons 


LONDON 
— Tusks are being shipped 
again from Africa, and London’s 
ivory market, the center of world trade in 
potential ladies’ brushes, billiard balls 
and buttons, is booming. 

A visit to the ivory auctions, which 
have been resumed after the war years, 
shows that prices have jumped consider- 
ably since the last prewar auctions, with 
tusks now bringing from $280 to $520 
per hundred pounds, depending on 
quality. 

Ivory brokers complain that the prices 
are not high enough, but they appear to 
be good enough for the hunters. Despite 


_the brokers’ laments, prices are so at- 


tractive in Kenya, one of the major hunt- 
ing grounds, that the local government 
has had to pass emergency legislation 
limiting the number of elephants that 
may be shot. License fees have been 
doubled, and it now costs a hunter $200 
for his first elephant and $400 for a 
second. 

Chief sources of ivory are Kenya, Tan- 
ganyika and Zanzibar in East Africa, the 
Sudan, the Congo Basin, and West Africa. 
Although there are large numbers of ele- 
phants in India, Burma and Siam, they 
are not hunted commercially for their 
tusks because of their value as work ani- 
mals. 

Stocks of ivory are rather plentiful, as 
tusks were stored in Africa during the 
war and now are reaching the market. 
Ivory is a form of wealth for the natives, 
who hold tusks until they need money or 
are attracted by prices such as the cur- 
rent ones. 

Brokers who have been in the business 
all of their lives tell you that the uses of 
ivory have changed very little. Most of it 
is still sold for piano keys, billiard balls, 
handles for cutlery, backs for brushes, 
buttons and ornaments. 

The British haven’t the labor for the 
countless hours of patient work required 
for carving ivory, and most of the ivory 
ornaments and figures that reach shops 
and auction rooms are carved in China, 
Japan, India or in Africa itself. 

. The British buying public isn’t getting 
any of the ivory that reaches Britain. 
Pianos are being made for export only, 
as is most cutlery. Ivory buttons go to 
France and Spain. The United States is 


the biggest market for ivory, buying 
direct from Africa or through brokers 
here. 

Elephant tusks reaching the London 
market range up to six or seven feet in 
length and weigh around 150 pounds. 
One half of the tusk is solid ivory, the 
rest is hollow. When the tusks arrive, 
they are displayed at the docks where 
buyers may examine the grain and hard- 
ness before making their bids in the 
City auctions. 

Risk is involved in buying ivory as 
some varieties crack under certain cli- 
matic conditions. A buyer may have 
examined and bid on a perfectly sound 
tusk only to find it cracked by the time 
he takes delivery. Buyers here tell you 
to watch out for the softer varieties that 
eome from the coastal areas of Africa. 
The toughest ivory is obtained from ele- 
phants that roam the heart of Central 
Africa. 

Hunting elephants is done on a small 
scale, since there are not enough for 
commercial hunting to any large degree 


Businessmen encouraged 
as U. S. Army seeks to 


BERLIN 
ADE IN GERMANY labels will re- 
appear on the shelves of shops 
and stores in the United States if Ameri- 
can businessmen take advantage of the 
“welcome” mat the U.S. Army has un- 
rolled in the American occupied zone in 
Germany. 

Buyers of German-made merchandise 
—Americans or persons of other nationali- 
ties who have dollars to spend—are being 
given every possible aid under the U. S. 
Army's export policy. The Army is inter- 
ested in having Germany export $100,- 
000,000 worth of German goods during 
1947 so that Germany can pay at least 
part of her own way and take the burden 
off American taxpayers. 

The shortage in raw materials will put 
a definite limit to the amount and kinds 
of merchandise that can be purchased 
here. The biggest export item is ex- 
pected to be dishes and porcelain, major 
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without bringing the big fellows to the 
point of extinction. Romantic accounts 
come out of Africa now and then of “ele- 
phant heavens,” where the old bones go 
to die and where a fortune in tusks has 
been found, but brokers told me they 
haven't heard of any such stories being 
verified. 

An interesting sideline handled by 
London’s ivory brokers is trade in rhinoc- 
eros horns and hippopotamus teeth. 
Rhinoceros horns come to market very 
rarely, however, and are used for canes 
or carving sets. The hippo teeth range 
up to 15 inches in length and come from 
the big “subs” that inhabit the Nile, Niger 
and other large African rivers. Now they 
are sold as ornaments or curios, but years 
ago they were turned into false teeth for 
some of England's best families. _ E. J.D. 








Lag 


to buy in Germany 
cut occupation costs 


prewar exports. The best opportunities 
now seem to be for the chain or depart- 
ment store type of buyers, who can make 
one large shipment for one sale and do 
not have to count on further delivery of 
the same kind of goods. 

While the number of buyers who may 
come here is limited to 100 at any one 
time because of limited housing accom- 
modations, only half that number have 
taken advantage of the opportunity. 
Included among these buyers are repre- 
sentatives of two large American mail- 
order houses and two large chain stores. 

There’s still some red tape involved in 
getting here, but several governmental 
agencies are on call for help. Applica- 
tions for permits must be made through 
the U.S. State, War or Commerce de- 
partments, or through trade attaches at 
U.S. embassies in other countries. 

From Paris, travelers can reach Berlin 
by plane or train. Most businessmen are 
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INDEX TO VOLUME I OF WORLD REPORT 


The index to Volume I of World Report—covering the 
issues from May 23, 1946, to December 31, 1946—is now 
being prepared, and will be ready for distribution in 
February. 


Like the magazine itself, this is a careful, thorough 
job—arranged for the maximum of usefulness. It will 
refer you easily and quickly to all the informatioui which 
has been printed on any subject, any country, any indi- 
vidual. Contains a complete list of all the special 
World Report maps, Worldgraphs, and Photo Reports 
which Volume I contains. And sufficient detail is given in 
each listing to tell you the kind of information you'll 
find in the referenced pages. 


The price is 50 cents a copy. In ordering, please indicate 
whether or not you wish to be placed on the mailing list 
to receive all future indexes as published. World Report 
indexes will be published every six months, as each 
volume is completed. 


WORLD REPORT, 1227 24th Street, N.W., Washington, D. C. 
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flying ($69 one way) by EATS, the 
Army transport line, to Frankfurt, Berlin, 
Wiesbaden, Stuttgart or Munich. An 
American commercial air line also makes 
a weekly flight. Scandinavian air lines 
stop at Frankfurt en route to Switzerland. 

Train service from Switzerland or the 
Scandinavian countries is slow and un- 
comfortable. 

The Army provides billets for business- 
men, usually at $2 a day. Meals average 
$1 a day. In Berlin, businessmen go to 
Harnack House, an apartmentlike hotel 
with a bar, night club, motion pictures 
and a snack bar. Other meals are avail- 
able in nearby Truman Hall, run by the 
Army. 

One-day laundry service usually is 
available if one provides the maid with 
soap; otherwise it takes five days. 

Outside of Berlin, the Army is pre- 
pared to take care of traveling business- 
men in Munich, Stuttgart, Wiesbaden, 
Frankfurt and Bremen. 

Jeep taxis with German drivers cost 
$1.25 an hour. It’s customary to tip the 
drivers with cigarettes, one for an hour, 
two for half a day, and a half pack for 
an all-day trip. Busses connect the vari- 
ous Military Government offices in Berlin 
and Frankfurt. 

Economic and trade divisions of Mili- 
tary Government provide information on 
available merchandise, and arrangements 


* can be made to visit the factories for first- 


hand inspection in the American and 
British zones. If businessmen wish to 
visit factories in the French zone, ar- 
rangements can be made at Military Gov- 
ernment headquarters in Paris. 

Traveler's checks can be cashed (in 
Army scrip) at Army finance offices. 
Money orders are negotiable at Army 
post offices. If a traveler has any scrip 
left over when he’s ready to go home, he 
can repurchase traveler's checks or money 
orders. 

In the British zone, serip, in pounds 
and shillings, is used and costs are 
roughly the same as in the American 
zone. Marks can be used in the French 
zone, but there’s a report that system 
may be changed. Few businessmen get 
into the Russian zone. 

The Reconstruction Finance Corpora- 
tion has already advanced $7,750,000 
for purchase of American raw materials 
the Germans can convert into manufac- 
tured products, mostly for export. Now 
that the economic merger of the British 
and American zones is an accomplished 
fact, those two powers are expected to 
establish additional credits totaling $100,- 
000,000 to stimulate exports. 

If all works out well, the new export 
program will aid greatly in paying Ger- 
many’s occupation bill, enable the Ger- 
mans to get back into world trade and 
stabilize their own economy for the long 
pull, and provide other countries with 
some of the manufactured goods that 
have been in short supply. T. H. 
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From the Rio Grande to Tierra del Fuego, Latin America is alive with plans | 
for improving transportation, building factories, expanding power plants. 

The market for capital goods is wide open. All kinds of products are 
needed, wanted immediately, to fill the gaps of the last five years. 

Mexico wants textile and farm machinery, rail equipment, earth movers. 

Near Mexico City alone these plants are under construction: a lime plant, 
an edible oils factory, a textile mill, a chemical plant, an electric furnrce. 

A Cuban company is to expand its capacity for generating electric power. 

Brazil means to set up an oil refinery, to improve her harbors. 

Argentina's needs for machinery are to expand under the Five-Year Plan. 

Chile plans a modern airport near Valparaiso, a subway in Santiago. 

In the transportation field, Brazil is looking for railroad equipment; 
Chile for busses and trucks; Argentina for transport planes and ships. 























Delivery date and credit terms are the big things in Latin America..... 

In both respects, the feeling is that U.S. firms are falling down. 

European manufacturers, principally British, Swedish and Swiss, are deliv-~= 
ering now. This is particularly true of electrical apparatus. 

Brazil balks at delays in deliveries on orders for U.S. freight and pas- 
senger cars, trucks and busses. Britain has been getting the orders for freight 
cars in recent months. Also, Brazilian firms have delivered some freight cars. 

Chile is turning to Britain and France for textile machinery. 

Latin Americans are also beginning to complain again, as before the war, 
that U.S. exporters are stingy with their credit. 

British merchants, by contrast, already are granting long-term credits to 
Latin-American importers of durable goods, such as automobiles and machinery. 














Over all, the credit position of Latin America right now is good..... 

Holdings of gold, dollars and other exchange total about $4,000,000,000. 
Additions to these holdings are falling off, as imports into Latin America in- 
crease while exports tend to stabilize or shade off. 

Several countries--Bolivia, Chile, Peru, Mexico--are already dipping into 
their reserves to pay for imports. In each case, there has been some decline in 
demand for their products since the war's end. Chile and Peru are feeling a se- 
vere shortage of dollars at the moment. This is expected to be temporary. 

Most of the other countries in Latin America are still making net additions 
to their exchange holdings. But grandiose plans for rapid industrialization in 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


Latin America could rapidly erode the financial position of these countries. 
Credit conditions there bear watching. 





World trade in the major foods this season will be only slightly larger 
than in the 1945-46 season and will be much below the prewar average. 

Grain exports (excluding rice) are estimated at about 27,500,000 tons, only 
85 per cent of prewar shipments from surplus. countries. 7 

Rice is to make the worst showing. Only about one third as much will move 
in world channels as before the war. Difficulty is in getting the rice bowl in 
Southeast Asia to disgorge. Korea and Formosa will export nothing this year. 

Fats and oils in world trade will be only half as plentiful as in 1935-39. 
Higher retention for home use in countries such as India, Italy and Greece, and 
transportation bottlenecks in China and the East Indies are the main headaches. 

Sugar supplies entering world trade will be larger than in the previous 
season but will be only 70 per cent of prewar levels. 

Meat shipments will be at the level prevailing before the war. 

Increases in the food trade are to benefit mainly the surplus producers of 
the Western Hemisphere--the U.S., Canada, Cuba, Argentina. | 








The -food situation, looked at globally, is getting better..... 

But bad spots are not to be wiped out yet, are to persist beyond this year. 

Areas to consume less than 80 per cent of their prewar diet include parts 
of India and China, Manchuria, Malaya, Romania, Austria and Germany. 

A little better off are Italy, Greece, Spain, Russia, France. 

Most favored will be Latin America, the U.5S., Canada, Czechoslovakia, Eire, 
Denmark, Sweden, Australia, New Zealand and South Africa. 

It will be another year or two before prewar levels of nutrition are re- 
gained in Europe, particularly in the central and southern areas. 

The Asiatic problem is far more difficult and is, to a large degree, peren- 
nial. This will be a most fertile field for the long-range plans of the Food 
and Agriculture Organization. The U.S. is intimating that it might be willing 
to furnish surplus food at cut rates to areas suffering from chronic malnutrition. 




















Impact on international trade of the termination of hostilities in the U.S. 
is slight. Controls over exports and imports are still on the books. 

Indications are that President Truman wants the new Congress to act 
promptly to preserve import and export controls on a short list of commodities. 
Among them would be wheat, rice, sugar, fats and oils, fertilizer, coal, tin. 

Reason behind this move is that each of these is short throughout the world. 
In each, the U.S. has international commitments either to supply certain quanti- 
ties or to buy no more than certain quantities from overseas sources. 

These commitments may not be honored if controls are wiped out. Then the 
law of the market place would operate; the highest bidder would get what there 
is. This would mean that other countries, poorer than the U.S., would suffer. 

By and large, however, the trend is toward fewer controls of U.S. exports 
and imports. More than 150 items have been removed from export licensing in the 
last two months. Acceleration of this trend is expected. 

Some exporters, such as the automobile manufacturers, fret at present limi- 
tations on overseas trade. But they may find the external market is shrinking 
as price tags expand. Export controls aren't the only fly in their ointment. 
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ECONOMIC BLUEPRINT FOR U.S. 


“ila 


Congressional committee offers proposals for policy abroad 


(Text of the official summary and recommendations of 
the House Special Committee on Postwar Economic 
Policy and Planning of the U. S. Congress submitted by 
Chairman William M. Colmer (Dem.-Miss.), Dec. 31, 
1946.) 


i GENERAL, since the eighth report of the Committee was 
issued, substantial progress has been made in most Euro- 
pean countries to overcome the basic difficulties, except as 
later noted in food supply, transportation, fuel, and raw 
materials. In this final report of the committee, therefore, a 
special emphasis has been put upon the key problems which 
revolve around the position of Germany and Austria in the 
European economy because of their crucial importance to 
the recovery of Western Europe. In order to achieve this 
end, it is clear that the United States must take the lead in a 
positive policy of reconstruction and cannot rest content 
with merely occupying its present zones and distributing 
relief. This will explain the primary emphasis upon American 
occupation policy and the necessity for further active de- 
velopment of a strengthened Western Europe. 

Foreign economic policy, as it will be seen from the 
eighth report and the summary that follows, must necessarily 
depend in very large measure upon political settlements. 
Until a method of stabilizing the political factors in the 
world situation is reached, it is idle to expect a return of 
the basic confidence on which long-term private invest- 
ments and the normal operation of world trade can rest on 
firm foundations. : 

Underlying all the recommendations that follow are the 
difficulties foreseen by the Committee in its eighth report. 
At that time, basing its views on extensive interviews with 
General Eisenhower, General Clay, and Ambassador Murphy, 
political adviser to General Clay, the Committee felt that 
the key to most problems of European recovery lay in our 
ability to get our occupation Allies genuinely to carry out 
the Potsdam Declaration: “During the period of occupation 
Germany shall be treated as an economic unit.” If real co- 
operation toward this end had been possible after the occupa- 
tion of Germany, ‘its recovery might have been pushed for- 
ward at a much greater rate. Expenditures for relief and the 
necessity for loans for raw materials might have been greatly 
reduced by the increased ability of Germany to feed its own 
population through drawing on the fertilizers and food stocks 
of the Russian zones and building up industrial exports and 
production generally in all the zones. The problem of policing 
Germany would be relatively much simpler if zonal bound- 
aries were not so absolute and if a pooling of inspection 
facilities had proved to be practicable. 

Basic factors that delay this implementation of the Pots- 
dam Agreements are well known and were pointed out in 
the Committee’s previous (eighth) report. They included the 
refusal of Russia and France to treat their zones of Germany 
as part of Germany as an economic unit. Instead, Eastern 
Germany was geared into the Russian planning system, 
stripped of many of the facilities necessary for its own re- 
covery, and its resources drained off for current reparations. 
The French attitude toward the zone occupied by its troops 
was substantially the same, based on a refusal to proceed 
with economic unification of Germany until French demands 
for its own plan of controlling the Ruhr were accepted. 
Some reluctance on the part of the British to set up German 


local governments and to pool the resources of the Ruhr 
had to be overcome before the agreed changes could be put 
into effect for joining the American and British zones into 
an economic unit as of Jan. 1, 1947. 

These delays affect all the subsequent recommendations 


in some degree since they have imposed on the British a 


heavy drain for feeding their zone that reduces the amount 
of the United States line of credit which can be applied to 
immediate British needs during their period of recovery 
and reconversion from war. All the surrounding countries, 
which depend upon the German economy either for coal, 
transportation equipment, or specialized industrial retool- 
ing, or consumer goods, have been retarded seriously in 
their recovery. ! 

Similarly the political and economic policies of Russia, 
which were outlined in the previous (eighth) report of the 
Committee and which have already been indicated above 
with respect to Germany, have retarded the recovery of all 
of Eastern Europe and threatened to run an economic line 
as well as a political frontier across Europe from “Stettin to 
Trieste.” It seems to the Committee that unless Western 
Europe is further strengthened in its economic recovery, it 
is possible that this line may move still farther west. It is 
also clear that there are many countries which are at present 
under the control of Russia in Eastern Europe, either partly 
or completely, whose freedom to trade with the rest of the 
world affects their own ability to fulfill the agreements of 
Yalta and Potsdam and to choose their own governments. 
Their destiny also affects the possibility of the further de- 
velopment of free institutions and free economies in accord- 
ance with the political agreements which had been reached 
during the war. The policy of the United States must there- 
fore be to assist in every possible way the emergence of 
democratic institutions and of economies which meet the 
needs of the peoples concerned. Unless this positive leader- 
ship is afforded, including conditions of political security and 
freedom from intimidation, the fate of Europe may be 
determined by default. 

The Committee emphasizes that while it is calling atten- 
tion to specific instances in which it thinks further improve- 
ment in our policy is possible, it wishes to record its apprecia- 
tion of the strong and vigorous leadership that the State 
Department has given in carrying out the protection of Ameri- 
can interests in many areas. The difficult task of insuring a 
nondiscriminatory trading policy for the world in the face 
of the manifest complications of a postwar period has been 
pushed forward with continued and steady improvement. 
The negotiations seem to the Committee to have been con- 
ducted with skill, and in the main with success. Many of the 
specific recommendations contained in the Committee's eighth 
report have now become a part of American foreign policy 
and have helped to restore the economy of the world along 
the lines contained in its sixth report. It must, therefore, be 
emphasized at the outset that the tone of this report, which 
seems critical in detail, is not meant to condemn in any way 
the broad over-all policies which the Department has been 
pursuing, with the support of both political parties, but on 
the contrary to point to avenues of further improvement, 
and still stronger bargaining. 

Substantial recent progress has been made in sale of sur- 
plus vessels by the Maritime Commission. On the other hand, 
the Committee feels that no surplus vessels should be made 
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available to Russia,. or Russia’s satellites, until outstand- 
ing failures to keep her agreements for the return or pur- 
chase of vessels under wartime Lend-Lease provisions 
have been remedied. Resale provisions to cover this point 
should be inserted into surplus disposal of all American 
shipping. 

In the inquiry proposed later in this report for the whole 
operation of our occupation policy and our commitments of 
public funds under this policy, special attention should be 
given to: 

(a) Getting freer navigation of European waterways and 
to the conservation of the German Rhine fleet; 

(b) An immediate relaxation of the existing restraints 
which prevent Germany from building and operating both 
coastal and maritime shipping so as to improve its foreign 
exchange position; 

(c) Methods of safeguarding the outlet for the Danubian 
states, now accepted in the peace treaties, in.particular for 
Hungary and Austria, that will prevent a monopoly being 
exercised by Russia on navigation through this outlet. 

It calls to the attention of our occupying authorities and 
the Department of State its conviction that stronger meas- 
ures will have to be undertaken to force the return of 
coal cars from the French, Polish, and Russian zones of 
occupation and control, to support any additional produc- 
tion of coal that may be achieved in the Ruhr. This would 
be accomplished by restitution on a reciprocal basis of the 
rolling stock of liberated countries from Germany. Similar 
measures of cutting off supplies should have been made 
to force the return of Italian cars operated for UNRRA by 
Yugoslavia. 

The Committee reiterates its earlier conviction that only 
by (a) increased rations and goods for the miners and their 
families in the Ruhr and Saar areas can German coal produc- 
tion be forced to levels which are the basic condition of all 
industrial production not only in Germany but in much of the 
rest of liberated Europe. The creation of a coal administra- 
tion with full powers to enforce top priorities on German 
production along wartime lines is a first necessity. 

(b) It recommends that a primary objective of the merging 
of the United States and British zones of occupation, now 
agreed upon for initiation in January 1947, should be the 
improvement of coal administration with joint American con- 
trol. First priority should be placed on production of coal, 
backed, if necessary, by some export to Germany of the 
machinery necessary to improve production in the Ruhr 
mines and by the allocation of the necessary raw materials as 
well as coal to the production of coal-mining machinery in 
Germany itself. 

(c) The export of coal to the liberated countries, chiefly 
France, should be kept at a maximum ceiling with increases in 
production going to raise the level of industrial production 
first in Germany. It definitely recommends to. the State 
Department that we should not accept any theory or practice 
of reparations which would prevent Germany from being 
paid for its current production. 

It recommends the withdrawal of the Export-Import Bank 
loan to Poland on the grounds of that country’s failure to 
furnish 50 per cent of the commitments made to supply coal 
in accordance with the accepted schedule of the European 
Coal Organization. 

(d) It welcomes the initiative taken by the Department of 
State to pool the production of the Ruhr in the British zone 
with our own zone in order to allocate surplus exports to 
cover needed imports for these zones as an economic unit. 
Full protection of our interests, as occupants of the poorest 
German zone, must be insisted upon. It recommends that the 
French zone be similarly treated and that any loans and 
credits made available to France should be used to this end 
as bargaining counters. The Committee emphasizes that 
unless steps of this character are taken, the drain on the 
American taxpayer for the cost of relief alone to Germany 


44 « WORLD REPORT 


will amount to something approaching $200,000,000 a year 
on an adequate basis in the American zone, and a comparable 
or higher figure which is now being borrowed from the United 
States to support relief in the British and French zones. Total 
projected annual relief costs for all American occupied zones, 
including Japan and Korea, appear to amount to around 
$425,000,000, though the Committee could get no firm figures 
from the Army authorities. 

With respect to raw materials, the Committee concurs in 
the granting of a credit to the Office of Military Government 
to make possible the import of a limited amount of raw ma- 
terials which would get production under way and that (a) 
this credit should be a first charge against Germany’s exports 
to insure its repayment, and (b) that no further reparations 
be delivered to Russia or France or any other powers from 
the pooled British-American zones until German exports are 
in a practical way capable of providing the necessary funds 
to pay for imports and the back payments for food, etc., 
during the period of American relief. In no case should rep- 
arations deliveries be made until Russia actually pools the 
economic resources from its zones. 

Continued opposition by Russia and France to the imple- 
mentation of the Potsdam agreements for treating Germany 
as a real economic unit has been encountered. The Commit- 
tee recommends, therefore, the establishment of a level of 
industry independently for the western zones at such a point 
as will insure the earliest possible repayment for imports of 
raw materials and food. This would involve in the judgment 
of the Committee a complete revision of the present proposals 
on levels of industry for reparations reached by the Allied 
Control Commission, but temporarily suspended by General 
Clay until German unification is accomplished. The level 
previously established for Germany as a whole is far too low 
to permit sound recovery for Europe. 

The Committee reiterates its recommendation that the 
Department of State use every effort and our whole bargaining 
position to break down the barriers to the movement of per- 
sons and communications in Europe. It suggests the Depart- 
ment undertake and press as rapidly as possible for the crea- 
tion of Nansen-type passports for the travel of stateless per- 
sons. Long delays in the issuance of passports to American 
businessmen and others have been encountered, and the 
Committee feels that this is a matter which should be investi- 
gated by the Foreign Affairs Committee. 

The hearings held by the subcommittee on foreign trade 
demonstrated a continuing need for the active program of 
the Department of State in radio broadcasting and in docu- 
mentary films as some of the most effective parts of its infor- 
mation program abroad. They raise questions as to the ade- 
quacies of the self-regulatory mechanism of the movie industry 
in the distribution of films truly portraying American life. 


-The Committee clearly recognizes the tremendous influence 


commercial motion pictures exert abroad and feels a still 
greater expansion of world markets for this product is desir- 
able. However, it believes a very solemn duty rests upon the 
industry itself to see that those films exported to foreign 
audiences should reflect a true picture of this country, its 
government, people, and customs. The current efforts of 
the industry in selecting such films are commendable, but 
the Committee feels additional efforts are highly desirable 
in extending such selectivity to all pictures exported from 
this country. 

The Committee, however, feels that the Department of 
State is to be congratulated upon its efforts to secure non- 
discriminatory treatment of our agencies of information such 
as books, magazines, papers, and movies. It believes that con- 
stant vigilance in this area is required and that periodical 
reviews by Congress of the effective use of our tgtal bargain- 
ing position to protect this important area of American inter- 
ests are needed. The question is raised as to a need for 
reciprocal treatment by the denial of American channels of 
distribution to the propaganda films of those foreign countries 


which select American films only for their own purposes in 
selectively misrepresenting life in the United States. 

It also suggests that the Foreign Affairs Committee recom- 
mend to the Department of State the granting of visas and 
entry passports for the admission of Russians into the 
United States strictly on a reciprocal basis for the number 
of United States diplomatic agents or others accredited, like 
the press, to be admitted to Russia. It suggests that the 
same principle be applied to protect the entry of our citizens 
into Russian-controlled zones of Europe by controlling the 
entry of Russians and their agents into the zones occupied 
by the United States. Comparable policies should be worked 
out with the other occupying authorities of the Western 


- zones. 


The Committee entirely supports bringing UNRRA to 
an end and calls attention to the manner in which experience 
‘with this international organization bore out the Committee’s 
predictions of inefficiency and lack of protection of American 
interests. It nevertheless feels that provision must be made 
immediately to take care of prospective food shortages in 
the American and other Western occupied zones of Germany 
and Austria. It is likewise convinced that further provision 
for assistance in the procurement of food will have to be 
afforded to Italy and probably to Greece. It suggests that 
in the matter of loans for raw materials, Italy should be 
regarded as a primary responsibility of the United States, 
and Greece of Great Britain, unless a suitable joint basis 
for both can be negotiated with Britain. 

The Committee regrets that inadequate provision was made 
by Congress for feeding both Germany and Austria, and 
possibly Japan, as is shown in the text of the report to follow. 
The Army’s original estimate of requirements for Germany 
were based upon lower than subsistence levels, from 1,210 
(summer) to 1,550 (rest of the year) calories daily on the 


rationed issue per person. The amount of funds available for. 


this purpose to the Army (about $96,000,000 for Germany 
for the next year) with present high prices of food will prob- 
ably not provide two thirds of this low ration. Starvation will 
result unless further improvement in Germany's export posi- 
tion is accomplished immediately or unless funds are made 
available. The Committee specifically recommends, there- 
fore, that the Army be afforded as trustee for German recov- 
ery and rehabilitation a substantial loan by the Export-Import 
Bank to permit allocation after the present year of at least a 
minimum food requirement and the import of the essential 
raw materials without which Germany cannot continue to 
operate as a productive economy. Deficiency appropriations 
will certainly be needed, not once but on a repeated basis, 
unless exports can be increased to repay this advance. Similar 
advances for cotton loans have already been made by the 
Export-Import Bank. 

The Committee believes that the same principle should be 
applied to Austria. It strongly urges that this step be taken 
immediately so that the ration in Germany may be increased 
to a point that will permit Germans to work and produce, 
e.g., the necessary machinery and transportation equipment 
to improve their coal production as outlined in previous 
recommendations. It looks with disfavor upon the continued 
expenditure of funds for the production and shipment of 
nitrates from the United States when German factories for 
the same synthetic production are available to increase the 
needed fertilizer for food production in Germany. The puni- 
tive theory for Germany means in its actual operation relief 
from the United States, or an inevitable drift to Russia by 
Western Europe. 

The Committee feels that its previous recommendation to 
take care of food production and the necessary raw materials 
for Germany covers the essential points in the need to 
prevent continued inflation. Austria and Italy require similar 
treatment, but other liberated countries are now in a position 
to help themselves. It would recommend to Congress a 
limited increase in the funds of the Export-Import Bank to 


take care of emergency loans that may be necessary before 
the Bretton Woods Bank and International Fund can take 
effect. The RFC was not established to make this type of 
loan. Experience with our own loan policy indicates that it 
may be 18 months after the creation of the International 
Bank and Fund at the end of this year before loans can be 
counted on to take their necessary effect. The Committee 
is hopeful that a broad and constructive interpretation of 
the use of the funds available to the International Fund for 
reconstruction purposes may be taken. It is, however, pos- 
sible that under the charter of both the Bank and the Fund 
rehabilitation loans to countries like Austria and Italy will 
prove exceedingly difficult. There may be not only delay 
but stalemate, since immediate procurement of raw materials 
is a basic condition of recovery from inflation. A small in- 
crease in the capital of the Export-Import Bank, definitely 
earmarked for emergency loans, may prevent the wasting of 
the enormous investments this country has already made 
in achieving a stable peace, and prevent the need for large 
continuing grants for relief in the occupied territories and 
Italy. 

The Committee expresses in general its satisfaction with 
the inclusion of most of its recommendations in the extension 
to the British of the line of credit ratified by the last session 
of Congress. It calls attention, however, to the points ex- 
pressed later in the text in which it feels that the basic 
interests of the United States have not been adequately 
protected by the use of our bargaining position with respect 
to enforcement of agreements, including equal and protected 
access for our private trade to necessary raw materials and 
commodities. 

It reiterates its conviction that the present British policy 
of bulk purchase on a pre-emptive scale illustrated in several 
deals with Canada (wheat, apples, etc.) and of the purchase 
of extraordinary percentages of Argentine meat require the 
strongest diplomatic action by this country. Monopoly pur- 
chases of colonial cocoa and other commodities by Britain 
present the same problems. 

On grounds appearing in the text, the Committee recom- 
mends to Congress consideration of limiting certain types of 
shipments of special military and economic character to 
Russia. Similar control should be exercised on the borrowing 
of American technicians, and on the training of Russian 
experts in this country, until Russia meets its political ob- 
ligations and accepts full international control of atomic 
energy. Russian agreement “in principle” to broad outlines 
of international inspection is encouraging. But in view of 
failures to keep Potsdam and other agreements, it does not 
guarantee performance. The mere unwillingness on our part 
to make a loan to Russia is not effective if Russia is permitted 
to acquire by use of its gold reserves, or credit, American 
know-how and some of the most secret processes in fields 
of radar, electronics, communications, catalytic chemistry, 
etc., basic in the superiority of American defense. The Com- 
mittee does not believe this country should permit the 
building up through private contracts with American firms 
of an enormously extended electrical industry in Russia, as 
well as military armaments and a navy, until that country 
has accepted the actual and effective international control 
of atomic energy along the lines proposed by the United 
States to the United Nations and generally supported by other 
countries. Innocent companies who have made contracts in 
many cases on Government priorities should be reasonably 
indemnified. Under the McMahon bill, Congress must be 
satisfied of the effectiveness of international control before 
removal of restrictions on American exports that could con- 
tribute to atomic armaments by other countries. 

The Committee proposes, therefore, the following recom- 
mendations: 

1. In dealing with state trading countries, an increasing 
difficulty arises from the lack of knowledge of what sorts of 
contracts are being made, and what American know-how and 
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technical assistance are actually being acquired by these 
countries. This applies not only to exports affecting national 
security which are being sold on private contracts to Russia 
and her satellites, but to monopolistic arrangements by 
foreign governments that may jeopardize the success of our 
program under the proposals made for an international trade 
organization. 

It is, therefore, recommended that Congress by legislation 
should empower the State Department to require registration 
of all such contracts for the sale of American finished products 
and technical know-how to countries operating through 
monopolistic state trading organizations which have not ful- 
filled conditions of Lend-Lease agreements or become mem- 
bers of the International Bank and Fund. 

2. The export of American processes, technical know-how, 
and products to these countries shall be by law subjected to 
licensing control by the Department of Commerce under 
conditions set by the Department of State, after the develop- 
ment of appropriate and carefully studied safeguards and 
policy guides. 

3. In the case of those countries which refuse free entry to 
missions of technical inquiry and representatives duly ac- 
credited by the Department of State for the transaction of 
business and the collection of information, a strict reciprocity 
shall be enjoined upon the State Department in the issuance 
of visas for the nationals of such countries. The State De- 
partment shall have the power to adjust the issuance of visas 
to insure the reciprocity on a fair and quantitative basis in 
the clearance of visas to foreign countries. 

4. The appropriate committee of Congress should hold 
immediate hearings with a view to determining what ma- 
terials and products and technical information shall not be 
exported from the United States or permitted to be acquired 
by state trading countries, which have not carried out the 
principles of trade enjoined in the Lend-Lease agreements 
and the political agreements on which the war settle- 
ments with these countries rested. In particular, it is the 
recommendation of the Committee that especial attention 
should be given to the control of the exports of those 
factors of American production which could facilitate the 
development of weapons of mass destruction, includ'ng 
atomic weapons. 

The Committee’s previous recommendations, for the -rea- 
sons outlined in the text, call for the economic unification of 
the Western zones of Germany without further delay. The 
United States reluctantly accepted, we are given to under- 
stand, the poorest productive zone of Germany. It is felt 
that the protection of the rights of the American taxpayer 
demands the pooling of the resources at least of the Western 
zones since no real progress has been made or seems pres- 
ently possible in respect to treating all of Germany as an 
economic unit. 

Our objective in administering the economic affairs of 
Germany is to make that country self-sustaining without at 
the same time permitting it again to threaten the peace of 
the world. This goal cannot be obtained without Russian, 
British, and French co-operation. With such co-operation, a 
comparatively small mobile police force could do a much 
more effective job than hundreds of thousands of occupying 
troops are now attempting to do. With the stripping of 
German industries for war-making purposes having already 
been carried out, if the proper system of inspection and the 
proper control of imports of strategic materials are inaug- 
urated, there is little possibility of Germany again building 
up a war machine. 

Previous recommendations have covered the necessity for 
a rehabilitation loan to the Army to get Germany off dead 
center in which the industrial production of our own zone, 
now nearly a year and a half after V-E Day still remains at 
around 35 per cent of capacity. Lack of coal and raw ma- 
terials and their effect on electric power is, according to in- 
formed sources, certain to bring production in the British 
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zones in Germany to a point lower than the critically low 
points of the last year. The British have shipped highly 
efficient German coal-mining machinery to Britain which 
proved useless on their type of coal seams. This should be 
returned to Germany and put to use. Production in the French 
zone and Polish occupied zones continues low and is taken 
for current reparations, so that little remains for export. From 
its zone, Russia takes out all except enough to provide a 
bare existence for the people, but it does afford employment 
and raw materials to keep Germans at work. German factories, 
not working on Russian contracts, get no coal or power and 
are generally closed down. 

Relation to broader occupation problems.—The Committee 
calls attention to the necessity for a complete revision of JCS 
1067, which seems to have been inspired by the earlier 
analysis of the Morgenthau plan, and imposed on American 
policy over the objections of our military government’s Civil 
Affairs Division. The rigid enforcement of this policy has 
been imposed on the German democratic administrations of 
our zones as an appendix to their laws by military directive. 
The result is to prohibit all work to many Germans until they 
have been cleared of “denunciations” by the slow processes 
of court trials. 

The Committee calls attention of the military authorities to 
the economic stagnation caused by the weak position of our 
Civil Affairs Division of the Army with relation to the local 
military commanders. It seems essential that occupation 
policy should afford a more authoritative channel of com- 
mand so that the policies determined by the Office of Military 
Government (United States) will be carried out by the dis- 
trict commanders of our occupying forces. Such a policy 
seems to prevail in the British zone. At the present time, it 
also appears to be the case that no adequate recourse against 
undisciplined acts injuring the civilian population of Germany 
is available through review by any tribunal other than the 
military commander on the spot. 

The experience with reconstructing Germany under military 
command appears to indicate a broader conclusion: Until 
civilian control is established over the governmental and 
economic reconstruction of Germany and the military occupa- 
tion is reduced to its proper role of security and policing, no 
really effective economic administration is possible. 

It recommends to Congress immediate hearings on the 
whole problem of the financial obligations which the United 
States is bearing under its total occupation policy with a 
view to substituting productive and self-supporting economies 
in the ex-enemy countries under our control for the present 
method of paying reparations to Russia and France out of 
the pockets of the American taxpayer. The Committee is 
confident that such a hearing will demonstrate the fact that 
the reparations report which fixes the level of total German 
industrial plant capacity to be retained at about 55 per cent 
of 1936 (excluding building and construction) makes com- 
pletely unrealistic assumptions as to the nature and possible 
volume of German exports and in fact destroys the possi- 
bility of Germany’s sound recovery. An entirely different and 
higher level of industry for the Western zones is required. 
Until reparations deliveries are settled, factory owners 
dare not invest capital or operate plants likely to be seized 
and shipped to Russia. With German stagnation goes in 
greater or less degree that of many of the surrounding 
and liberated countries of Europe. The Committee strongly 
supports the refusal of the Department of State and of Gen- 
eral Clay to continue reparations deliveries by the removal 
to Russia or the Russian zone of Germany of German plants 
from the western zones, and urges that every effort be made 
to bring the French into line with our policy and that of 
the British. . 

It further supports the condemnation by our Government 
of the Russian proposal to take $10,000,000,000 in repara- 
tions, including mainly current reparations. This is a claim 
that would impose a fantastic burden on a Germany which 


continues to be stripped by Russia of capital equipment and 
drained by current reparations. It would necessarily mean an 
increase of reparations from the Western zones which cannot 
today pay for a third of their necessary imports of food and 
raw materials out of current production. Given the pre- 
emption of the most productive agricultural zones for Russian 
use and the failure to exchange their products in accordance 
with the Potsdam agreements with the Western zones, 
it is certain that Germany cannot by any efforts achieve a 
healthy trade balance before 1950. The Russian proposals 
for increased reparations would put off this balance indefi- 
nitely. 

The Committee feels that the same type of study should 
be given to Austria with the probability of similar principles 
emerging. Consideration should be given to the economic 
merger of the Western Allied Austrian zones with the Western 
German zones. 

The necessity for constructive loans and lines of credit has 
been adequately met, with the few noted exceptions, from 
American resources made available till the operation of the 
International Bank and Fund could come into play. The 
Undersecretary of State for Foreign Economic Affairs has 
estimated that about $17,000,000,000 in American credits, 
including postwar Lend-Lease, and surplus property, have 
been made available for world reconstruction, in addition to 
the gift of over $3,000,000,000 to UNRRA. The Committee 
wishes to emphasize that many of these loans were condi- 
tional, following in large part the recommendations made in 
its eighth report. It recommends that in case of violations of 
the agreements, credits be held up, altered, or at need can- 
celed in order to insure that either compliance is insured or 
the loans are not made to violators of agreements. 

The Committee expresses its regret that a combination of 
factors, including congressional and public support for the 
quick reduction of the armed forces abroad beyond working 
levels and a consequent inability to press the bargaining 
advantages of our foreign surplus property settlements, has 
resulted in what it feels are unnecessary sacrifices of this 
tremendous financial asset of the United States. It feels that 
in some instances it would have been better to return the 
goods to the United States for storage or future disposal in 
order to prevent them simply being abandoned or sacrificed 
at totally inadequate levels for the advantage of foreign 
governments, without securing corresponding concessions by 
those governments. Where the surplus authorities charged 
with foreign disposal could not get even inventories from the 
rapidly dissolving military commands, their handling of 
foreign sales was naturally handicapped. 

The Committee recommends that Congress request ‘the 
executive agencies which were responsible for the aid given 
by this country through Lend-Lease, UNRRA, and the dis- 
posal of surplus property to keep together a sufficient staff 
of responsible record-keeping character, capable of relating 
statistical records to policies, in order to make possible and 
facilitate congressional inquiries. Unless a continuing force 
of this character at responsible levels is maintained, Congress 
will find it impossible to establish the facts. 

In loan policies, a sufficient indication has already been 
given of the Committee’s approval in general of forcing 
reliance upon Bretton Woods agencies rather than a con- 
tinuation of use of American credit for long-term rehabili- 
tation. 

It feels that its recommendations with respect to the treat- 
ment of Russia sufficiently indicate its attitude toward deal- 
ing with state trading monopolies where these monopolies 
are used for definitely harmful purposes. 

It records its unwillingness to recommend congressional 
sanction to the settlement of Lend-Lease without getting 
fuller protection of American interest. In particular it recom- 
mends a hearing by the Foreign Affairs Committee of the 
House and the. Foreign Relations Committee of the Senate 
to determine by what methods the protection of American 


rights under the Lend-Lease Act may be better furthered. 
The nations which relied on us for that aid agreed to terms, 
some of which are not now being fulfilled. The Committee 
calls specific attention to the failure to secure settlements 
that protect a fair allocation of the raw materials for private 
trade purchase by the United States. It urges that the alloca- 
tion of materials for export now in short supply in the United 
States should be given only on a reciprocal basis. Only those 
countries which are prepared to continue the allocation of 
their supplies to private trading concerns of the United 
States as well as to the the government monopolies should 
be entitled to our exports of short supplies. Those countries 
that are at present pre-empting our access to their com- 
modities should not enjoy a quota of these exports from 
the United States. 

Should such countries enjoy free access to our market on 
terms of equality with other nations (most-favored-nation 
basis) who have undertaken the duties as well as the rights 
of such membership? Protections against the abuses of such 
state trading monopolies should be incorporated in the 
operation of our own commercial policy. 

To summarize, the Committee recommends that congres- 
sional inquiries by appropriate committees should be held to 
implement its general recommendations on the following 
points: 

(1) A review of the financial aspects of our occupation 
policy in order to substitute productive and self-supporting 
economies in ex-enemy countries for the present method of 
supporting them with American money while they in turn are 
being drained by Russia and France. 

(2) Bringing to an end American contributions through 
UNRRA relief and the substitution of specific assistance to 
the Western occupied zones of Germany and Austria, and 
direct relief to Italy and Greece. 

(3) The making available of loans to our occupation au- 
thorities through the Export-Import Bank rather than the 
Reconstruction Finance Corporation in order to start the flow 
of raw materials necessary for industrial production in these 
countries. This involves a iimited further capitalization of 
the Export-Import Bank for political loans made necessary 
before the effective operation of the International Bank and 
Fund. This further capitalization should be authorized only 
after a review of the existing loans, and the withdrawal of 
credits to countries which have violated the agreements that 
formed the basis of the loans. 

(4) A further inquiry into the remaining restrictions on 
the movement of businessmen; and into the methods of 
which freedom of access into foreign countries of American 
information agencies, including books, magazines, papers and 
movies, as well as our reporters, can be facilitated. 

(5) A specific study of safeguarding the trade recommen- 
dations with respect to the abuse of state trading practices, 
particularly by the state monopolies of nations who are not 
members either of the Bank, the Fund, or of the International 
Trade Organization. 

(6) A study of the desirability and effectiveness of the 
elimination of the export of American technical know-how 
and of finished products which could be useful in the de- 
velopment of atomic weapons under the provisions of the 
McMahon Bill on the control of atomic energy. Security con- 
siderations may call for broadening such controls over ex- 
ports to prevent building of other armaments. 

(7) The holding up of further settlements of Lend-Lease 
until inquiries as to the fulfillment of the conditions of the 
Lend-Lease agreement have been made and the safeguarding 
of access to strategic materials and equal trading operations 
for the United States has been secured. 

(8) A study of the nature of the employment of gold re- 
serves by countries which are not members of the Interna- 
tional Bank and Fund which may prejudice the operation of 
gold as a medium of international exchange for multilateral 
trading. 
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Churchill May Resign 
To Write War History 


An atmosphere of optimism and 
confidence over the progress of world 
affairs is developing within the U.S. 
State Department. The optimism stems 
directly from Secretary of State James 
F. Byrnes who feels that the Allies 
brought the world much closer to a 
peace settlement during 1946 thauwas 
believed possible a year ago. 


o 0 °O 


Signs are appearing of a boom in 
U.S. literature abroad, particularly in 
Europe. A large number of American 
books, both fiction and nonfiction, are 
being published in Switzerland in 
German language editions. French 
publishers also are bringing out an in- 
creasing number of translations of 


U.S. books. 
° 00 


Less than 10,000 tons of survlus 
U.S. property—out of a total of 1,500,- 
000 tons—has reached China from the 
Pacific islands in the four months since 
the supplies were turned over by the 
U.S. Experts predict the program of 
moving the goods will take another 
two years. Meanwhile, the bulk of 
surplus property in China proper is 
deteriorating from disuse so rapidly 
that much of it will have to be recon- 
ditioned completely before it can be 
used by the Nationalist Government. 


o 90 °O 


The action of the U.S. in granting 
amnesty to 800,000 “little Nazis” has 
produced an unexpected amount of 
resentment in Germany. Families of 
non-Nazi prisoners of war complain 
that party members are being restored 


to civil life while their sons still are 


being held prisoner in camps in Ger- 
many and abroad. 


o 0 °O 


Talk of the possible resignation of 
Winston Churchill as leader of 
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Crops in Argentina 
Threatened by Rain 


. Britain’s Conservative Party is begin- 


ning to be heard again in London. 
Churchill is devoting more and more 
time to the writing of his seven-vol- 
ume history of the war. Most specula- 
tion is that if he does give up the party 
leadership he will be succeeded by 
Anthony Eden. Efforts to groom oth- 
ers as his successor have not worked 
out. 


o 0 90 


Many British and American diplo- 
mats, apprehensive at first, now are 
reasonably certain that Russia’s new 
policy of moderation in international 
affairs is part of a long-term program 
of co-operation. They offer as ex- 
planation Russia’s obvious concern 
over the atomic bomb, plus the in- 
creased influence in Moscow of men 
known to be supporters of Allied 
unity. 


o 0 90 


British manufacturers are backing 
a proposal to send raw wool to Ger- 
many where it can be processed into 
low-grade cloth. The idea is that the 
German-made cloth could be sold to 
Britain for domestic use, permitting 
more British mills to put production 


emphasis on the manufacture of lux- 


ury goods for export sale. 
° 00 


Occupation authorities in Japan ex- 
press privately their fears that run- 
away inflation will hit the country 
within the next few weeks. Money is 
pouring into circulation almost as 
fast as it can be printed and, at the 
same time, industrial production is 
declining. Some predictions are being 
made of a complete industrial collapse 
by spring. 
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Industrial Collapse 
In Japan Is Feared 


Anti-American demonstrations in - 
China have a deeper significance than 
resentment over the presence of U. S. 
troops in the country. Some officials 
believe the real purpose is a hope by 
opponents of Chiang Kai-shek that the 
attacks will arouse the American pub- 
lic and thus force the U.S. Govern- 
ment to withdraw its support from the 
Chinese Nationalists. 


Sweden’s huge armament industry, 
Bofors, is undertaking a big program 
of plant expansion and putting new 
attention on research into problems 
arising from atomic weapons. Bofors 
and affiliated plants, meanwhile, are 
producing locomotives and _ other 
heavy machinery. One plant is doub- 
ling its capacity because of increasing 
trade commitments. 


Food producers in Argentina are 
becoming concerned about the un- 
usually bad weather during the cur- 
rent growing season. Heavy rains 
have beaten down fields of grain, re- 
tarded the harvest and delayed the 
maturing of later linseed crops. Dam- 
age has not been serious so far, but 
a change to hot, dry weather is 
needed immediately. 


oo °O 


The Republic of Indonesia will 
open its first diplomatic consulate in 
Australia. The headquarters will be 
in Sydney. 


o 0 90 


More than 11,000 Japanese still are 
awaiting trial as war criminals, 1,389 
of them in China. During the past 
year, 155 Japanese war criminals were 
sentenced to hang, 36 sentenced to 
death by shooting, 39 to life imprison- 
ment and 405 to various prison terms. 
Another 167 were acquitted. 
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Lf H ~2-2e WORLD REPORT has broken all 
first-year records in the news magazine field 





because the world has changed mightily in the last 
few years—especially the U.S. 





because the United States is pre-eminently the 
LEADER country of the world today. 





because being the Leader, the thinking men and 
women of America must know what is hap- 
pening politically, economically and social- 
ly in every other country of the world. 





because what takes place here has an impact on our 
far-flung neighbors—and vice versa. 





This fundamental need for authentic and uncolored news of world events is compiled 
accurately, completely and in an organized manner in WORLD REPORT. That 


is what has made this magazine a record-breaker in the news weekly field. 


Advertisers should note and note well that in its first ssxx months WORLD REPORT 





has exceeded the circulation and advertising records of all news weeklies during their 





full first years. 


Many advertisers already have contracted to put their 
advertising in this magazine that is so very essential 
to the leaders of American business. 


WORLD REPORT 


Delivering in excess of 100,000 


The only magazine of its kind—reporting, interpreting 
and forecasting the news of international affairs 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20 





According to a recent Nationwide survey: 


MorE Doctors SMOKE CAMELS 
THAN ANY OTHER CIGARETTE 


@ Like the rest of us, doctors smoke for pleasure. Their taste recog- 





nizes and appreciates full flavor and cool mildness just as yours does. 
And when 113,597 doctors were asked to name the cigarette they 
smoked, more doctors named Camels than any other brand. 
Three nationally known independent research organizations con- é. “aa 
ducted the survey. They queried doctors in every branch of medicine. _— : bt | 52. Gren 


Winston-Salem, 
North Carolina 
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T for Taste... 
T for Throat... 


@ Taste and Throat...your ‘““T-Zone” 
...that’s your proving ground for 
any cigarette. 

See how your own critical taste 
responds to the rich, full flavor of 
Camel’s choice tobaccos. 
Tobaccos of uncompromis- 
ing quality ... tobaccos 
blended in the fine, tra- 
ditional Camel way. 

See how your throat 
reacts to the cool mild- 
ness of Camels. 

See ifCamelsdon’t ; 
suit your “‘T-Zone” j| 
wa “s.” 
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